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TUESDAY MORNING SESSION, NOV. 18, 1930 


Convention of The. National Association of 

Auditors, Comptrollers and Treasurers con- 
vened at 10:15 o’clock at the Hotel Pennsylvania, 
New York City, Hon. W. S. Johnson, Treasurer of 
the State of West Virginia, and President of the 
Association, presiding. 

PRESIDENT JOHNSON: The 
please be in order. 

A year ago at our San Francisco convention, 
everyone was unanimously in favor of meeting this 
year in New York City. Everyone, I believe, is 
delighted to be here this morning. 

There are quite a number of members in the 
city and in this hotel that are not however in 
the room this morning. You know it is the morn- 
ing after the night before. They wiil show up, I 
presume, this afternoon. 

This is one time that I am ging to let you do 
all of the work, and most of the talking, on ac- 
count of an automobile wreck three weeks ago last 
night in which I had five ribs broken, and ecollar- 
bone and shoulder dislocated. I don’t feel phys- 
ically able to do much work, and will preside only 
part of the time, and it will be necessary for me 
to call upon some of you to preside; and of course 
you will be expected to do the talking, because 
it is not the prerogative of the presiding officer to 
make speeches. 

We are starting late, and I am not going to con- 
sume your time. 

The first on the program are the addresses of 
welcome, and it gives me a great deal of pleasure 
to present to this audience the Comptroller of the 
great State of New York, who will welcome you 
upon the part of this great Empire State, and it 
gives me pleasure to present to you Mr. Morris S. 
Tremaine, who will deliver an address of welcome 
and introduce the next speaker. Mr. Tremaine! 


Weicome to New York 


HON. MORRIS S. TREMAINE: Mr. Johnson, Mr. 
Horowitz, Ladies and Gentlemen of the Convention 
of State Auditors, Comptrollers and Treasurers: It 
is always a great pleasure to me to welcome any- 
one to the State of New York. We feel it is a 
sort of national institution—it belongs to the whole 
country—a sort of New York office for you all. 
I want you to feel when you are here that it is your 
New York office, your home, quite as much as it 
is ours. 

When we talk about the big figures of New York 
we are talking about the big figures of the coun- 
try, because so many of our great men come from 
other parts of the country. 

At a recent meeting I heard a talk about Tam- 
many Hall in which the speaker described forty 
leaders in Tammany Hall as coming from different 
parts of the country. So even that institution 
is built up by the United States. 

The State finances and State payments of money 
are managed in New York by a Comptroller; he 
is the fiscal officer whom the law says shall be in 
charge of the. fiscal affairs of the State. He sort 
of combines the three offices included in the name 
of our Association. 


Banking Institutions Hosts 


In coming here to New York we want you to feel 
it is a family affair. We -want to have everybody 
know everybody else. Our institutions, bankers, 
financiers want you to feel when you come to New 
York that it is one of the few places in the world 
where you are entirely welcome. Unfortunately, 
people coming here too often wonder where to go 
and how to make contacts. In our program here 
we have a list of hosts and I would like you to feel 
this about them: They are bureaus of information. 
. Our trust companies have takert on entirely dif- 
ferent functions from the ordinary banking busi- 
ness. Our trust companies in this city have be- 
come directors for everyday life. They are all 
places of welcome. You can stop in at any one of 
them, and find a home. 

I haven’t any prepared address this morning. I 
want to make you all feel it is our purpose at this 
convention to make you better acquainted with one 
another, and with our institutions, and I am happy 
to welcome you to New York. (Applause.) 

I want to introduce to you the Acting Corpora- 
tion Counsel, connected with perhaps the largest 
law office in the world. He may tell you how many 
men they have managing the Legal Depariment of 
this city. That office direets every single activity, 
you might say, from a legal standpoint, in this 
great city. ‘ 

: City Joins in Greeting 

‘ He will give you some outline of what it means. 
I take pleasure in presenting Mr. Horowitz, Acting 
Corporation Counsel of New York City! (Ap- 
plause.) : 

* MR. CHARLES HOROWITZ: Mr. President, Mr. 
Comptroller, Ladies and Gentlemen of the Con- 
yention: As you have undoubtedly noticed from 
your program, this address of welcome was to have 
been made by the Corporation Counsel of the City 
6i New York, Hon. Arthur J. W. Hilly. 

We have the lergest law department in the en- 
tire world, as the Comptroller has stated. The 
volume: of business and the numerous activities 
of that department make it-impossible, very. often, 
for the Corporation Counsel to keep engagements 
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such as this, which he would undoubtedly be de- 
lighted to attend. 

At the present time he is ’way down south in 
Memphis, Tennessee, arguing before a Special Mas- 
ter designated by the Supreme Court of the United 
States in the Delaware Water Case, a case which 
involves the right of the City of New York to take 
from the waters of the Delaware the water neces- 
sary to add to our tremendous water supply in 
New York. In this litigation we are faced with 
the opposition of the State of New York, and with 
the partial opposition of the State of Pennsylvania. 
That is merely one of the numerous law suits pend- 
ing in the Law Department today. 


City Law Department 


But it is not my purpose to talk to you on the 
functions and duties of the five hundred employees 
in the Law Department and the great staff and the 
field of activity that exists there. I come here 
rather to extend to you in behalf of the great City 
of New York a hearty welcome, to this our great 
Metropolis. 

We are happy indeed to have this convention 
held here. We are complimented by your presence. 
While to you New York City may be the outstand- 
ing financial industrial commercial center of the 
world, and the greatest city in the United States, 
we ask you not alone to take into consideration 
its great towering structures and the great activity 
that exist here. We want you to feel the pulse of 
our city, to know it has a soul, and that it is very 
happy to wel®ome you here, and extend its hos- 
pitality. 

In this great municipal government of ours, 
where we have hundreds of thousands of employees 
engaged in the various activities of our different 
departments, where we have the great Department 
of Plant and Structures that supervises all of the 
work in connection with the bridges connecting ou: 
Boroughs, the buses and lines of transit that you 
see operating; where ,we have the finest hospitaliza- 
tion, under our Department of Health; where or 
our Department of Sanitation we have striven for 
and attained the record of being the cleanest city 
in the world; where under. the Police "Department 
we have achieved a point where people visiting our 
city come to know New York as a great hospitable 
town; where we have”a great Fire Department 
working day and night protecting the lives and 
property of our people; aside from those functions, 
we have a heart, and desire to welcome people from 
all-parts of our land and are happy to welcome 
you here. 


Police Department Friendly 


Talking of the Police Department, we have per- 
haps the greatest police problems. When I say 
that I don’t want you to picture the policeman 
simply as standing there with his club, ready to 
protect the community from crime. I want you 
to understand them as people throughout the world 
who have visited us have learned to recognize 
them. The policeman is the friend of the stranger 
within our gates. He has been taught the rules 
of courtesy, he has been taught to give informa- 
tion if you desire it, to direct you to any points 
of interest within the city, and he will willingly 
and gladly extend to you the hand of welcome. 

The policemen ir the City of New York today 
are doing tremendous and valuable work. We 
have felt the touch of this economic depression, as 
have other communities throughout the world, per- 
haps to a greater extent because we have here a 
tremendous number of transients at all times, and 
those who are unemployed and cannot obtain work 
in other parts of the country, come here, where 
they feel they-may be able to have their services 
taken advantage of by our vast commerce and in- 
dustry. 

To meet that situation of unemployment as it 
exists today, the Mayor has organized an Unem- 
ployment Committee consisting of the heads of 
departments of the municipal government, func- 
tioning primarily through the Police Department. 
If yeu go about visiting the various police stations 
and precincts you will’ see the police there are ac- 
tively engaged in collecting clothing, distributing 
food and money—the clohting collected from the 
city employees. That is the type of service we 
have at the hands of the Police Department. 


Visits to Municipal Building 


We want you to feel while you are here you 
should take advantage of the opportunity not only 
to visit our great institutions, not only to see our 
great Board of Estimate in operation and watch 
them during their deliberations; visit the Courts, 
the Municipal Building, the various departments, 
and see the activity going on, to see how the city 
and the rank and file of its employees are striving 
to make this great city a better place to live in. 

It, is a great honor_to have’ a convention of this 
kind come to New York. Those of us connected 
with any agency of government, whether Federal, 
State or Municipal. whether we hold office or are 
in the rank and file of the great army of employees 
in governmental agencies, all recognize the great 
responsibility and the splendid work being done. 

The states all recognize the work being done by 
their auditors, comptrollers and treasurers. 

Here in New York we have a great department 
under the direction of the State Comptroller. which 
incorporates the activities of all three of these 


offices. We have been extremely fortunate in that 
we have at the head of that great Department as 
State Comptroller the Hon. Morris S. Tremaine. 
He_has brought business and business methods to 
that great office. Not only the government, but 
the people throughout the efitire state learned to 
know the efforts he has given and the splendid 
achievement he has made. The resuit is that three 
times he has been reelected, at the recent election 
by close to a half a million plurality. We are very 
proud of our State Comptroller. Our people have 
a high regard and esteem for him. 


Business Methods in Comptroller’s Offic 


I can onjy say to you, that if you share and 
enjoy from your constituents and the people. of 
your commonwealths the same degree of esteem, 
admiration and affection that the people of New 
York have for Morris S. Tremaine, then you your- 
selves are indeed rich, and your people are rich 
in having men such as you representing them in 
that high fiscal office. 

Again I bid you welcome in behalf of our City 
Administration. We are happy and honored to 
have you with us. We wish you God-speed in your 
deliberations. (Applause.) ° 

R. TREMAINE: Ladies and Gentlemen, I think 
we have a treat. I would like to present to you 
the President of the Board of Aldermen of the 
City of New York.. This city consists of five great 
cities, five separate counties. Each one of them 
has a Mayor, you might call him, who has charge 
for instance of this {sland of Manhattan; Kings 
has a Mayor who has direct charge of the business 
of Kings and so has Queens, The Bronx, and Rich- 
mond County. 


President of Board of Aldermen 

People wonder, sometimes, when they come here, 
how things are done so quickly, how they are man- 
aged, and when you hear from the President of the 
Board of Aldermen oi the City of New York you 
will see how they do it. 

May I present Hon. Joseph V. McKee? 

HON. JOSEPH V. McKEE: Mr. President, Mr. 
Chairman, Ladies and Gentlemen: I came in in 
time to hear our Assistant Corporation Counsel 
bid you welcome officially. It gives me pleasure to 
add to his words, if that is necessary, to show 
you the cordiality with which we greet you today 
in your convention. 

I have come particularly because our State Comp- 
troller asked me to be here. I have the greatest 
respect for him, not only as a public official, but 
as a great outstanding figure in this State. 

Mr. Horowitz has told you of the esteem and 
affection in which Mr. Tremaine is. held in our 
State. He is more than a public official. He is 
an institution with us. I doubt if the people will 
ever let him get out of service. 


Accomplishments of Others 

They tell me you are survivors of a convention 
that has hardly started, but if the surviving comes 
from evenings of pleasure, it is fine. 

I heard a story about a convention, which I think 
is very apropos. There was a henyard out on a 
farm, alongside which was an enclosure for os- 
triches. 

A little rooster got across the fence and found 
an ostrich egg. He was interested; he pushed it 
over and rolled:-it under the fence. When he got 
it into his own enclosure he called his brood around 
him and pointed out this egg to the assembled hens 

He said, “Look at this! I am not complaining. 
I am quite satisfied with what you are doing, but 
it helps to see what other people are accomplish- 
ing!”’ 

Not that we have any dissatisfaction with our 
districts and communities, but we can receive help 
and inspiration to go on and do greater things by 
observing what others are accomplishing. 

So I hope, out of the work of your convention 
will come not only the hens’ work but the greater 
work of the ostrich! 

I join in extending our greetings. If there is 
anything we can do to make your stay more pleas- 
ant, call upon us. It is a great pleasure to wel- 
come you to New York Gity. (Applause.) 


Responses to Addresses of Welcome 


PRESIDENT JOHNSON: Comptroller Tremaine, 
Mr. Horowitz and Mr. McKee: On behalf of this 
convention I want to express to you all.the sin- 
cere thanks and appreciation of this convention for 
your words of welcome, not only to this city but 
on the part of the great State of New York. 

We are going to have a number of responses 
by the members and I am not going to attempi to 
make a speech in introducing each one,’ but am 
simply going to present them to the convention. 

I might say that The United States Daily is rep- 
resented at this convention, and those in charge 
would like to have a copy of all addresses. The 
Secretary of the convention, of course, should be 
supplied with a copy of each address, and if you 
have a second copy, the young lady here would 
appreciate having it. You can leave it with her 
when you come up to Celiver your address, you 
can leave a copy with the Secretary, and a second 
copy with the young lady. It will be appreciazed. 

The first on the program is the great State of 
Mississippi, represented by its State Auditor, Hor. 
Carl C. White! (Avplause.) 

HON.: CARL C. WHITE: Mr. President, -Fellow 
Comptrollers, Auditors and Treasurers: I assure 
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“you I consider it an honor, Mr. President, to have 
the privilege of responding to the splendid welcome 
addresses we have listened to. We are accepting 
the hospitality of the great city in which they have 
been presented. know as a rule such addresses 
are mostly a formality, but it becomes my happy 
privilege at this time to inform you that we are 
going to take advantage one hundred per cert of 
every kind offer you have made to us country boys 
who have come to a great city. 

We consider it a great privilege to be here in 
this, the largest city in the United States and pos- 
sibly in the world. Our primary purpose in coming 
here is to better qualify ourselves in the interests 
of the people back home, that we may be better 
able to report all the receipts and disbursements 
of moneys ceming through our hands, and that is 
possible largely through learning the experience 
of others. 

This is not all. We grow larger because we come 
in contact with these experiences, larger institu- 
tions, bigger financiers. 


Problems in Various States 


I am sure, Mr. Comptroller, that you have super- 
vision over a great deal more money than the 
eomptrollers, state auditors and treasurers of any 
other state, but I am sure the individual problems 
concerning your taxpayers are the same as those 
in these other states. W+ come here and meet on 
mutual ground, afd discuss your problems 
as well as ours, that all may be able to do better 
when we go back home. 

I am glad to have this opportunity to measure 
arms with the other gentlemen, with other states, 
and at this time, my friends, if I may digress, I 
would like to take advantage of this opportunity 
to say to you ntlemen, and especially you ladies, 
we want you p bey in Mississippi in 1931, to hold 
this convention, where we have a hospitality un- 

~ surpassed by any other State in the Union. 

My state is like Gaul, divided into three parts; 
but it is unlike Gaul in all other respects. We 
have the great Delta, the Hill section, and the great 
Mississippi Coast. 

On the great Gulf of Mexico, where flowers 
bloom all the year ‘round, where you may see the 
bathing beauties without any fear of embarrass- 
ment, where we have the finest hotels in the world, 
the Playground of the South, with pedple coming 
year after year. 

We have the Hill Section, of which Jackson is 
the capital, where we have discovered gas—not the 
kind that is found around the Legislatures—we 
have an ample supply for cooking and heating our 
homes. I understand, by the way, that the first gas 
that was discovered was discovered in this State, 
near Buffalo, but I am sure in building all these 
cities in the State of New York you have utilized 
most of this gas, and you will find it necessary to 
come our way, to enjoy these things that God 
has stored up. 

Then we have the great Mississippi Delta, land 
equally rich as that of the River Nile, said to be 
the richest in the world. 


Invitation for 1931 Convention 


I hope when you come to the convention in 1931 
you will have the opportunity to come down through 
the Delta to see the cotton fields there with the 
Southern Negro, to see the cotton in the fields, with 
the many other things we have there. 

I am reminded of a little story I heard from one 
of our Negroes. Nigger John was going with a 
nigger girl named Mary. Uncle Josh, Mary’s father, 
objected. They decided to be married, as usual 
when parents object. He couldn’t go to see her, 
and she said, “I’ll marry you if you ask pa.” He 
said, “How can I, when he won’t let me come to 
see you?” She said, “I don’t marry you, then.” 

He said, “I will call him up on the telephone.” 
He called up, and said to Mary’s father, “I want to 
marry Mary.” : Her father said, “You aint gwine 
marry her.” John said, “I ain’t asking you ain’t 
I ain’t. I’m asking you ain’t I is!” 

I am asking you, “Ain’t you is coming down?” 

I say again to you, sir, that we accept the hos- 
pitality of the people of New York in the spirit 
in which it is tendered, with grateful hearts. I am 
sure going to have a great time here in New 
York! (Applause.) 


Wisconsin Treasurer Makes Response 


PRESIDENT JCHNSON: Hon. J. G. Scarborough 
is not here, and I am going to ask Uncle Sol Levi- 
tan, Treasurer of Wisconsin and Dean of the As- 
sociation, to respond in place of Mr. Scarborough 
of South Carolina, with a short address. Mr. 
Levitan! 5 

HON. SOLOMON LEVITAN: Mr. President, Mr. 


Comptroller, Ladies and Gentlemen: I don’t think 
I am the proper man to be called on to respond. 
You will realize a man has to be prepared. I 
know all of you studied for weeks; you can’t ex- 
pect a speech. All I can say is it is really a pleas- 
ure to be here, it brings us more together, the 
South with the West, the East with the North, 
just like one little family. We need to be more 
acquainted than we have been. We are all work- 
ing for one thing. to make this country the great- 
est in the world! That is why we are here, to 
try to do anything we can to this end. I am mighty 
glad to be here. 

New York knows how to entertain. They have 
already treated us last night in Room 1121, and 
this morning we are in this wonderful, fine place. 
I can say to you, as far as I am concerned, I am 
ready for any enjoyment—pass it along—I will ac- 
cept it! I can assure you when you come to our 
State we will take you over to ..y office, and show 
you millions of dollars—just show them to you. 

PRESIDENT JOHNSON: We want to under- 
stand whether or not you intend to invite the con- 
vention next year to Wisconsin. 

MR. LEVITAN: I want to make a statement right 
here—I don’t believe in home cooking. I like to 
get a little bit farther away. I want to learn— 
there is nothing I can learn at home. I want to 
go to Honolulu, if I can learn something there. 

PRESIDENT JOHNSON: I take pleasure in pre- 
senting the State Auditor of West Virginia, .my 
~home State, Hon. Edgar C. Lawson! 

HON. EDGAR C. LAWSON: Mr. President, 
Ladies and Gentlemen of the Association:,To the 
address of cordial welcome of the State‘ Comp- 
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troller of New York and the Corporation Counsel 
for New York City I respond with a distinct feel- 
ing of pride and pleasure—pride, because my state 
is honored. in being asked officially to take part in 
this program; and pleasure, because I am pleased 
at the opportunity to meet with those officials of 
the States of this Union in whose care and custody 
is placed the greatest responsibility entrusted by 
the people to public officers. 


Responsibility to People 

Some of us hold our commissions direetly from 
the people; some hold their commissions indirectly 
from thé people by appointment. But whether the 
treasurers, comptrollers. and auditors of the sev- 
eral states are elected or appointed, their respon- 
sibility to the people whom they serve is just the 
same. Perhaps there are many citizens back home 
who criticize their officials for expenditure of money 
in attending gatherings such as this, but those 
criticisms are occasioned probably as much by envy 
as by anything else. 


No intelligent person would challenge the state- 
ment that out of such gatherings comes great good 
for the people generally. We have here in this 
association the collective experience of hundreds 
of years in didsbursing public funds. If there were 
among us a man who had served fer one hundred 
years continuously as the treasurer, auditor, or 
comptroller of any State in the Union, and during 
those hundred years had applied his intelligence 
to the selution of fiscal problems, there is not a 
person in this room who would not gladly go to 
great trouble and expense to consult him about 
present problems. 


This association is in reality a composite person 
whose experience probably runs into hundreds of 
years. The treasurer of West Virginia and our 
honored President has served in his office ably, 
efficiently, and economically for eighteen years, 
and there are others in this association whose con- 
tact with public fiscal affairs has been as long. 
Coming here, these officials pool their experience 
and knowledge, and in the light of the past find the 
best methods for the present. 

It is an inspiration deep and lasting to meet and 
discuss witk such a group as this those affairs of 
state in which we are particularly interested. Be- 
cause of the distressing economic condition in many 
states ef the Union, it is imperative that the fiscal 
agents of government this year, probably more 
than at any other time in the histery of the United 
States, conduct their offices with exraerdinary care 
and caution. Public moneys must be spent wisely 
and effectively. We should not countenance ex- 
penditures which are not immediately justified. On 
the other hand, we should not hoard money now, of 
all times. a 


Faith in Government 


It isn’t taxes that keep the government of the 
United States and the governments of the states 
which comprise it going. It isn’t the laws which 
are passed by our legislatures and by Congress. 
It isn’t the maintenance of an army of agents to 
enforce the regulations of society—the thing that 
keeps this government going, is the faith of the 
people in their government. That faith must be 
justified, or we will suffer chaos and disaster. I 
submit to you, therefore, that we must continue 
to spend public moneys for necessary things, but 
we must spend it wisely and carefuily and with 
full effectiveness. To do less than this is to be- 
tray the trust which the people have placed in us. 

It is my hope that out of this splendid convention 
we shall each be able to carry back to the office 
some tangible, practical thing that will enable us 
to conduct our affairs in the coming months more 
easily and more efficiently. This wish for help will, 
I feel confident, be fulfilled at the several confer- 
ences in which the members of this association are 
planning to meet. Many practical problems have 
been placed on the program for discussion, and I 
know that the officials here gathered will discuss 
those problems fully and freely and frankly, each 
sharing his particular knowledge with the rest of 
us, so that we may all be strengthened and encour- 
aged as a result of our deliberations. 

Once eeain. personally and in behalf of my own 
state of West Virginia. I want to express my ap- 
preciation for the cordial welcome with which we 
were greeted today and to assure the officials of 
New York State and New York City, who are our 
hosts. that when this convention meets with us in 
West Virginia they will receive, as will all the 
members, a welcome no less sincere, no less hearty, 
no less cordial. (Applause.) 

PRESIDENT JOHNSON: The great Northwest 
wants to have a part in the responses to the wel- 
come of the city, and I take pleasure in presenting 
to you at this time Mrs. Berta E. Baker, State 
Treasurer of North Dakota! 


Response From the Northwest 


HON. BERTA E. BAKER: Mr. President, Mem- 
bers of the National Association of State Auditors, 
Comptrollers, Treasurers, and Friends: It is a 
pleasure and at the same time an honor to rep- 
resent the Northwest in response to this splendid 
welcome which we have received tp New York City, 
and I assure you that we feel and appreciate the 
warmth and sincerity of your friendly greetings. 

We are indeed happy for the privilege of attend- 
ing a Convention in the City of New York, the 
greatest city in the world. It has the distinction 
of being known as the convention city of the East. 
We, of the Northwest, marvel at the towering sky- 
scrapers, standing among the highest in the world. 
New York surpasses all other Americafi cities in 
its costly and magnificent buildings, its trade, and 
its manufactures. Its natural harbor is the gate- 
way of the Eeast. It is: to this outstanding city 
that we have come. We know that we are going 
to enjoy our sojourn here. However, we are not 
here primarily for the pleasure we may have from 
the trip. We have come to discuss many important 
and interesting topics, and we are sure to be re- 
warded for attending this meeting; coming from 
all parts of the United States and far-away Hawaii. 

I come from a part of the country which, un- 
forunately, most of you only hear about in the 
winter time. when we usually make the headlines 
with our cold weather. Well, it does get somewhat 
cool in the winter, but we are used to it and do 
not mind it. We would rather -the world would 
know us as we really are—and not just as we are 
during a few cold “snaps” each year. So it is 
that I am taking this opportunity to tell you a bit 
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about our great Northwest and to invite you to 
see it for yourself. At the risk of being accused 
a booster, I am going to mention just a few high 
spots in our great territory that you should see to 
really know America, r 

Come West: . 


“Out where the handclasp’s a little stronger, 
Out where the smile dwells a little longer, 
Out where the sun is a little brighter— 
Where the snows that fall are a little whiter, 
Where the bonds of home are a wee bit 

tighter— 
This is the land of the pioneers.” 


Mimnesota you will find a land of lakes, It is 
known as the State of Ten Thousand Lakes, ana 
it is fittingly named. Traveling from Minnesota 
westward, you enter this home state of mine from 
the east and will come first upon the flat, fertile 
plain of the valley of the Red River of the North, 
an immense territory of rich, black soil which for 
years has led the ~orld in the production of wheat, 
the staff of life. So great did the fame of this 
wheat region become that it received the name 
“The Bread Basket of the World.” 


New Coal Mining Process 


In the northwestern part of the state you wil: 
discover a new process of mining coal known as 
strip mining, an easy means of getting fuel. It 
seems the Providence which allows North Dakota 
te get somewhat cool in the winter also furnishes 
a fuel to counteract the cold. So here are millions 
ef tons of coal, lying a few feet beneath the sur- 
face of the earth, and giant steam shovels clear 
away the dirt and rip up the black lignite, a grade 
ef coal next to bituminous, which is so generally 
used. Ke 

From North Dakota go west through Montana 
te Glacier National Park, where towering moun- 
tains leom above you, where snow remains the 
year around upon the mountain tops, and where 
ice-cold lakes, fed from melting glaciers, make you 
forget all about the heat waves. From Glacier to 
Yellowstone Park you will see natural wonders 
not to be found elsewhere in these United States 
of ours. ; 

View the geyser Old Faithful, the eruptions of 
which are so Peg that a = their watches 
by it. See the hot-spring formations, covering 
adie acres. Gaze upon the Canyon of the Yellow- 
stene, a rugged piece of colorful carving done by 
Mother Nature through the centuries. 

Drive east from Yellowstone through the Valley 
ef the Shoshone; stop at the great Shoshone Dam. 
Drive farther on to the Black Hills of South Da- 
kota, where former President Coolidge chose to 
spend his vacation. See the remarkable scuipture 
in the mountains which is being done by Gutzon 
Borglum. - 

Then come again inte North Dakota, into the 
Bad Lands. Come to Medora, where one of New 
York’s most distinguished sons, Theodore Roose- 
velt, came in the early days to rough it and to re- 
gain his health. North Dakota takes pride in the 
fact that the indomitable Roosevelt came to her 
prairies to regain his health. We feel that it was 
because Theodore Roosevelt was able to accomplish 
this that he was later to achieve the fame which 
he did. 

Come, if you will, to Bismarck, the eapital city 
ef this agricultural state ef North Dakota. Let 
me show you the very cabin in which Roosevelt 
lived when in our state, and which is now pre- 
served at the capitol grounds. 


Depression Not Acute 


Before I close I hope you will pardon my mci.- 
tioning just a few facts about my commonweaith. 
You will undoubtedly smile to, know that New York 
City, with its six million people, has nearly ten 
times as many people as North Dakota, the entire 
state of which has a population not much over six 
hundred thousand. And your smile may widen a 
trifle to hear that the largest city in North Dakota 
does not have more than’ thirty thousand people. 
You could probably pack most of the town in two 
or three of these stupendous skyscrapers of yours. 

However slight our population may be, we are 
not so badly troubled with the current problems 
of the depression. We have the farm problem al- 
ways with us, but our peoplé who live on the farms 
have their own living. e have no breadlines of 
farmers. We have an automobile for each three 
and one-third of our population.’ We have vast 
deposits of coal, 22,000 square miles in all; large 
deposits of face brick, tile and pottery clay; but 
two-fifths of one per cent of illiteracy—as low as 
any in the nation. We are just one of forty-eight 
states; we’re a long way from the great centers of 
population, but we have an important part to play 
in the progress of the nation, and we are going 
steadily ahead doing it. 

I thank you again for the privilege of appearing 
on behalf of the Northwest. It is a pleasure to 
meet once again with the State Treasurers, Au- 
ditors and Comptrollers and to get that fine inter- 
change of thought and experience which is so vital 
te the successful carrying on of our work. I thank 
you. (Applause.) 

PRESIDENT JOHNSON: I am going to ask the 
State Auditor of Tennessee to take the place of 
State Treasurer John Nolan, this morning. I take 
pleasure in presenting to you the Hon. P. H 
Williams! * 

HON. P. H. WILLIAMS: Mr. President, Ladies 
and Gentlemen: I am not on the program for any 
speech, but I am tickled to death to be here at this 
convention. For a good many years I have wanted 
to attend these conventions, but something alway: 
came up so that I could not come, ' 

Mr. Puryear has been representing me. I have 
been thoroughly in aceord. with these proceedings. 
and I am tickled to death.to be here. I want t- 
thank you for your cordial-addresses of welcome 
From what has been said I feel that if there shoul 
be any infraction of the rules we will be kept o 
of hock. 

Mr. Nolan, our State Treasurer, and Mr. Pu: - 
year asked me'to express to: this convention the 
sincere regrets that they. couldn't be here. I a: 
glad. to meet you fll, and it is a great pleasure t- 
be here. (Applause.) 

PRESIDENT JOHNSON: Hon. Baxter Durham 
is not here, and I am going to ask the Comptroller 





= 
: 
: 
= 
Zz 
2 
: 
5 
E 
= 
= 
a 
e 
3 
5 
E 
: 
= 
g 
: 
: 
: 
: 
3 
E 
= 
3 
i 
: 
é 
:: 
i 
3: 
: 
: 
Z 
3 
a 


National Association of State Auditors, Comptrollers and Treasurers 
dniihdlpet alee abandehanaen seein dinihlanpchornins cheb iaiddaaie ates ean tin eceaaninssisialaichenhsssemesninsadisdnanmnteoandisindoreundietintesushoreti sampiciossdslthinematbconncunaisiniiie-avicebinaniihn 


of the adjoining state, Sowth ‘Carolina, to respond 
instead of. Mr. Durham of North Carolina. 

I take pleasure in presemting to the convention 
Hon, A. J. Beattie, ComptroHer of South Carolina! 


Problem of Usremployment 


HON. A. J. BEATTIE: Mr. President, Ladies and 
Gentlemen, Members of the National Association: 
This is, of course, unexpected. I have no set speech 
to offer. I find, though, that we have something in 
common with New York down our way. We have 
an unemployment problem to deal with, and I see 
it is prevalent here also. The discussion of. hard 
times im South Carolina has been right much in 
the air during the past year. Down in one of our 
neighboring towns—we have negroes there, -and 
they have peculiar ideas of their own. There was 
a group standing on the street discussing hard 
times. Ome old darky said: “Boss, if times don’t 
get better I am going back to preaching. I have 
did it, and I’m not too good to do it again!” 
(Laughter.) I said, “Unele, living conditions’ are 
almost prohibitive.” He smid, “Yes, boss, when you 
get ’em you can’t hardly drink ’em.” 

We have unemployment in common. Perhaps 
New York is much better able to take care of her 
situation than we are. Spaking for myself and, I 
am sure, for the other mermbers of the Association, 
Iam delighted to.be in New York, as the guests 
of the State and City of IWew York. I don’t know 
of anything further I could say that has mot al- 
ready been said. 

I am looking forward to enjoying the program 
throughout, and I am sure we will. 

On behalf of the convention, I wish to extend 
to the Comptroller and others who have addressed 
us our hearty appreciatiom for the welcome that 
has beem extended to us. ( Applause.) 


Hawaii Represented 


PRESIDENT JOHNSON: I have a surprise for 
you next. I understand that the Hon. E. D. Hay- 
ford, State Auditor of Maine, has not arrived, un- 
less it is within the latt few moments. All of the 
other responses have beerk from members from the 
various states of the Union. As I said, I have a 
surprise for you. I am going to substitute for 
Mr. Hayford the Hon. Thomas Treadway, the Ter- 
ritorial Auditor of Hawaii, who has traveled thou- 
sands and thousands of miles to attend this con- 
vention. Mr. Treadway! (Applause.) 


HON. THOMAS TREADWAY: Mr. President, 
Officers, Members, Ladies, of the National Associa- 
tion of State Auditors, ‘Treasurers and Comptrol- 
lers: This is indeed a great pleasure. 1am acting 
as a sort of pinch-hitter. Speech-making is mot my 
long suit by any means, IE have been fussing around 
figures so long I have forgotten how to talk, ex- 
cept when I have io, and when that happens it is 
usually long! 

I take pleasure at this time in saying I am surely 
tickled to death to be here. The Territory of 
Hawaii sends greetings, amd is pleased that it is 
represented at this gathering. ; 

1927. was the last time the Territory of Hawaii 
was represented at this convention. In 1928: and 
1929 we were forgotten, in some way. Perhaps 
it was a good deal my fault, perhaps due to the 
Secretary’s fault. Nobody should be blamed. 


Pineapple Industry 


Speaking about problems back home: We have 
the same kind you have here, only an a smaller 
scale. We have business depression. Sugar prices 
are lower now than at amy time in history. The 
pineapple industry has not. suffered so much. On 
the other hand, the tourist industry has increased. 

All im all; the Territory of Hawaii has prospered 
a lot simee it came under the folds of the Flag and 
became a full-fledged ‘Territory of the United 
States. 

Back home we usualiy regard the great State of 
New York and the great City of New York as 
the standards, the highest pinnacles of everything 
that we could possibly chink about, and so I con- 
sider and have considered for a long, long time 
that a trip back from Hawaii to the great City of 
New York was a great thing for me. and also for 
the Territory. : 

It is a ‘great privilege and a pleasure to be here. 
It is not every month of the year tiat 1 cam make 
these trips. It is once in a great while; the health 
sort of fails and vacatiom is neede! before I can 
make one of these trips, though one year I did allow 
my deputy to come in my place. Re ‘ 

T don’t know how many of you are familiar with 
che little Territory of the United States called 
dawaii. If you wil, for a minut. travel with 
ine from _ the great City of New York, going to the 
west, I shall in a few mimutes try to tell you what 
it grows, what it is noted for, Iam not bidding 
for the next convention at this tin:. I did that 
in 192'7, and our friend Sol Levitan heard my re- 
marks about live volcanoes and got seared to death 
and jumped to his feet to protest, and registered 
iis vote against the convention coming to Hawaii 
‘ea following year. 


A Trip to Hawaii 

Leaving New York City, going west thirty-six 
nundred miles over a great stretch of country, until 
you get to Seattle, San Francisco, or los Angeles. 
But take Los Angeles, as the port at which I 
landed. It is a very fast-growing city, with a pop- 
ulation of 1,600,000, which has perhaps grown 
to that within the last tem years, I can remember 
personally in 1916 whem Hollywood was not even 
a town, except a great forest of oil derricks. Now 
itis a large city, a growime city. 

From Los Angeles you take any ove of the boats 
ot the ILos Angeles Steamaship Company and travel 
west, a little south, for a trip of thirteen hundred 
miles, over smooth waters, with fine service aboard 
ship, everything you can expect, covering a period 
of six days, and then, early on the morning of the 
seventh day you round what we call Diamond Head, 
a promontory that sticks Gut into the water, around 
which you have to pass to get into Honolulu Har- 
yor. You pass the famous beach of Waikiki, where 
urf-riding, the king’s sport as we call it, is done. 


Honolulu a Modern City 


After being stopped by the Customs officials, get- 
ing your baggege examined for hootch, fruit, 
herbs, trees, parks, anyéhing of that nature, you 
are finally passed. Before yow leave the. city of 
Honolulu—which is a city of 132,000 population, 


made up of perhaps 57 varieties of the human race, 
all living together like one family there, with the 
hills in the back that are green from one end of the 
year to the other; with nice green valleys, beauti- 
ful residences on the tops of the ridges and on the 


slopes—-you are surprised to see a town very much- 


like one of your own, an American, up-to-date town, 
with all the modern conveniences you could hope 
for; you are surprised that you didn’t find a little 
village’ of a few huts, where you live on wild fish 
and cocoanuts. We do catch wild fish there, and 
become dead after you get them! The cocoanut 
is just used as a delicacy when “luas,” or barbe- 
cues, are made. 


You would be struck very favorably with the 
presence of up-to-date hotels. The Royal Hawaiian 
Hotel, om the beach, compares favorably with any 
of the swell hotels in Florida. All along the beach, 
right down into the city, are very up-to-date hotels. 


Native Life Is Disappearing 


You are struck by other things—the absence of 
things. which are native, things you expect to 
see whem you go toa foreign country. Since an- 
nexation, thirty years ago, the native life has dis- 
appeared somewhat from the capital city, umless 
you know where to go and look for it, mostly in 
the outlying districts, inthe other islands and out- 
of-the-way places. 

So we have the problem of the tourist down 
there, expecting to see wild life—I don’t know 
whether it is wild women, wild fish, or other wild 
animals, but they all say, ‘“Where are all these na- 
tives we hear about, the g@rass huts, the raw fish, 
the poi we have been hearing about? It must all be 
a joke, there is no such thing!” All you have got 
to do is fall in with the right people, and you can 
get all the wild life you care for while there. 

When I say hospitality, we don’t take our hats 
off to anyone. The Islamds and the people are 
noted for hospitality for many, many generations. 


Islands Noted for Hospitality 


We have been accused, in a way, of being too 
hospitable, allowing a whole lot of white missiona- 
ries from Boston in 1820 to come down there; 
they came down in many shipments. By and by 
they multiplied{ of course, and then multiplied some 
more, amd now the trouble down there is the coun- 
try is practically controlled by missionaries. We 
have others as well, a very large majority; I mean 
a population of 130,000 of Japanese, quite a pop- 
natives and British, American, Japanese, Chinese, 
forty-odd thousand of- Filipinos. The native Ha- 
waiian population has been dying off steadily, but 
the half-castes, the half-whites—crosses between the 
natives and the British, Ameriéean Japanese, Chinese, 
and others—have multiplied. So we have perhaps, all 
told, natives and half-castes, roughly 80,000, and the 
surprisimg thing is they all live together there, as 
I said, like one happy family. We have no squab- 
bles to speak about, except football, baseball, and 
prize fights, possibly; but they don’t last. We 
have a great big happy family there, as has been 
mentioned before about some other state. Tour- 
ists who “have been down there for a week, they 
think they know the country; they haven’t travy- 
eled beyond the little island of Oahu, where the 
capitol is. One may fly over to Hawaii, the city of 
Hilu, two hundred miles away—there are trips around 
the various islands where one may get many thrills, 
especially seeing the native life. One may fly to 
Mawi, where we have the largest extinct volcano; 
the islamd of Kawahi, where one sees nothing but 
green from one end to the other, it is so damp 
and wet, with the rains making eveyrthing green, 
with sugar and pines; you hardly see a dry and 
dirty spot, which is one thing you cannot say of 
the state of California. I found many dry and 
barren spots there. 


Heavy Rainfalls on Kawahi 


After the tourist has been in Hawaii a month, 
and come in contact with the different kinds of 
people, he or she will have a better idea of Hono- 
lulu amd the outlying islands and can come away 
feeling better and with a better idea of the coun- 
try. 

So many people come’ through a week of expe- 
rience and write books about it. I have read sev- 
eral by people who have been there just a week. 
It is surprising to find out how little they know 
about the country. 


But mow the tourist is back home on the main- 
land, taking his or her train, back to the state and 
the towm or city where he or she belongs, and. on 
behalf of the Territory of Hawaii, and my office 
particularly, I wish to. thank the firms of this city 
for the invitation and the cordial welcome given 
us here to visit the various institutions of the city 
and to partake of the hospitality and to be your 
general ‘good companion while I am here. 


It is mot my first trip. Indeed, it is my fifth, so 
Iam not a total stranger to the City of New York. 
However, as a guest of the city this is the first 
trip, and I greatly appreciate the honor.- I thank 
you. € Applause.) - 

MR. WHITE: If that closes this part of the pro- 
gram, I would like to make a motion, 

_I understand the Secretaries of State are in ses- 
sion at Memphis. I would like to move you that 
our Secretary be instructed to send a telegram 
expressing our good wishes to them. 

. The motion was duly seconded, and carried unan- 
imously, and the Presidemt so instructed the Sec- 
retary. 

PRESIDENT JOHNSON: I am going to ask the 
Comptroller to introduce the next speaker, now 
on the platform. 

MR. TREMAINE: Ladies and Gentlemen: We 
have listened to the responses of our friends from 
other sates, and I think they will all accept Mr. 
White’s invitation and go to see the bathing beau- 
ties at. Biloxi: I would like to compliment Uncle 
Sol om his good memory of the room number. — I 
am sure you enjoyed the speech of the representa- 
tive of "West Virginia, and we all realize that North 
Dakota is the feedbox of the country; we were 
much imterested in the land of the long-leaf palm, and 
the big cotton state. New York is a sort of country 
of its own. We call an Erishman a native citizen! 
I think they think New York is a province of 
Ireland ! - ; 

We have a great many distinguished Irishmen 
in the City of New York. They have done much 
to build it up. I want to introduce to you a labor 


leader, a banker, a flier, a politician—he has flown 
in and over almost all-of your states; he is unique, 
a character. He will issue his personal invitation. 
I wish to present Peter J. Brady! i 

MR. PETER J. BRADY: Mr. President, Mr. 
Chairman, Ladies and Gentlemen, Distinguished 
Guests: After this introduction, I ought to be listed 
as an entertainer; anybody who has performed all 
the jobs he has named as specialties of mine would 
come under the head of unique. 

He is absolutely correct when he says that New 
York, as well as America, is another province of 
Ireland... This is a foreigner’s town, with people 
coming from Europe and other states Morris hap- 
pens to have been born in the wilds of Wyoming 
or Texas—he says Kansas. He has been trying 
to live down the reputation of Kansas heredity. 
I understand when they found him in this State 
they had to rope and hog-tie him to convince him 
there were certain rules and regulations to be ob- 
served, and they finally conferred on him the high- 
est honor next to the Governor and made him State 
Comptroller. : 


Labor Bank Head Speaks 


My suggestion is to Mr. Treadway to travel on 
the north, because if the San Franciscans find he 
has been boosting Los Angeles it. won’t be safe 
for him out there. I am personally for San Fran- 
cisco, though I spend most of my time on the 
coast in Los Angeles, Agua Caliente, and Holly- 
wood. You can make a tour of the Old World 
in this city, if you will take the time to do it. Go 
around and see how the people from other countries 
are colonized, the different nationalities. You will 
find certain groups living, carrying on the Old World 
customs, in a way that will amaze you. 

I am hoping you will not only take in the pro- 
gram laid out for you here by the Committee, but 
go out into the highways and byways. You will 
have something to talk about, something that will 
give you a broader vision of the ways other people 
are carrying on in this big city of ours. 

I was a walking delegate for over twenty years; 
my going into the banking business at all does not 
mean I thought it was a racket. If there is a racket 
in it, it is a greater racket than I ever found in 
the labor movement. 

The labor movement started a banking institu- 
tion of its own eight years ago, and I found myself 
as president. I was worried about it at the time, 
because I knew nothing about banking, or the bank- 
ing- business. But now if anyone is hanging around 
my door looking at my job, he is going to have a 
nice little fight on his hands. 


Reasons for State Charter 


The bank is only two short blocks from here, 
Eighth Avenue and 34th Street. It might be unique 
to go back to your cities and say you had been in 
a successful labor bank. We are over seven years 
old, starting with capital and surplus of $500,000 
in May, 1923. The bank ranges around $20,000,000 
in business. After a year and a half we found it 
necessary to change from a business bank to a trust 
company, and to increase gur capital and surplus to 
$1,500,000, because our people were requesting so 
many kinds of service. 


By the way, the reason we took out a charter 
from the State of New York was, being Trade Union- 
ists, we wanted to get the closest possible super- 
vision. We found under the charter they must exam- 
ine us twice a year, whether they liked it or not. 
They examine some banks lots more than that, but 
they must examine at least twice a year, and a com- 
mittee from the Directors must also examine the 
bank, and report findings to the State Banking De- 
partment twice a year. 

In order to make no more mistakes than could be 
helped, we too out a State charter. But we have 
had to change to a trust company, because of the 
demands made upon our facilities by our customers 
and stockholders for greater service than we could 
give as a business bank. : 

I hope you will look into the operations of our 
State chartered trust companies and the services 
they give. They cover about everything having to 
do with finance service. The only service they don’t 
give is doctors and nurses, except in the shape of 
doctors of business advice, and nurses in the shape 
of auditors when necessary. I hope you will take 
time out to do this, visit as many of these institu- 
tions as you can. 


Domestic Problems Important 


I was interested in the statement made by the lad) 
from North Dakota, as to the lack of illiteracy and 
the lack of poverty in that State. I have landed 
in nearly every State in the Union, as the Comp- 
troller has said, and it is amazing how much fertile 
ground there *; going to waste, that could be culti- 
vated. When you look at the large open spaces 
rich. in fertility, rich in production possibilities, and 
look at the crowded industrial sections in the cities, 
people clamoring for work, ready and willing to go 
to work, and for whom there is no employment. 
It seems that blame for this condition can be placed 
directly on our Washington statesmen. I am not 
making any exception for either political party; 
they have both been negligent and careless about 
the best interests of this great population of ours. 
I am just wondering if something positive might 
not be done about it right now. I don’t think your 
conference can do it, but you might think about it, 
and when you return to your States pass it on to 
your Congressmen and Senators. 


Surely something can be done if we apply our- 
selves to the job of doing something to prevent a 
similar condition from happening in the future. I 
am criticizing ourselves, as well as you. If they 
would solve some of the inside domestic problems 
instead of wasting time, money and effort on the 
League of Nations, World Courts and other foreign 
entaglements, we might be able to get our own house 
in order and set an example to the nations of the 
world, and not have this unemployment situation 
that is a menace to the world today. 

There was a group of our most select statesmen 
that spent several months in London recently, trying 
to enter into a disarmament agreement, with most 
nations in arms, with dictators in control. 

If they had been in Washington, trying to make 
us self-sustaining, on a ten, twenty, thirty, or forty- 
year program, we would be on our way to make 
America self-sustaining and an example for the 
world to follow. 

That is the idea, to be an example to other Euro- 
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pean countries, as their people make up America, as 
they come to this haven of refuge to be free and to 
practice life and liberty on an equal basis with 
fellow humans. 

Your State expects you to bring back contribu- 
tions along the line of your specialties, for you are 
responsible to your citizens, if only for discussion, 


to the fellow-members of your communities, some 
ideas that you have gotten at this meeting, you 
will be fulfilling your responsibility. 

I thank you for the privilege of being here. I 
am thinking that there is more to come in the way 
of statesmanship honors for Comptroller Tremaine. 
I hope you will push your own progressive ideas out 


in front, and with your own practical experience 
behind them they will be beneficial to not only your 
own State but to al] of the United States for gener- 
ations to come. (Applause.) 

The Secretary read telegrams and Mr. Griffin 
made announcements of entertainment. The meet- 
ing adjourned at twelve-forty o’clock. 


TUESDAY AFTERNOON SESSION, NOV. 18, 1930 


The meeting convened at 1:45, President John- 
son presiding. 

PRESIDENT JOHNSON: The convention will 
please come to order. 

We have now come to the least important part 
of the program, and the one from which you will 
get the least interest. Part of this was written be- 
fore the election. 


Annual Address of President 


Every country in the world but ours is today in the 
throes of the worst business depression recorded in 
history. The gaunt specter of hunger, want and 
misery is striking terror to the hearts of the citizens 
of practically every other nation. Millions of their 
people are existing upon doles given them by their 
governments. 


While our citizens are to some extent feeling the 
effects of this world-wide condition, still we can 
congratulate ourselves that the deplorable and un- 
fortunate condition to which other nations have 
been subjected have to a large extent been averted 
in our country by the foresight and prompt action 
of our President, Herbert Hoover. 

In order to avert for our people the disaster and 
calamity that existed in every other country on 
earth, he called together in a conference more than 
a year ago the captains of industry and the leaders 
of labor to the end that a business-like program of 
cooperation, national in its scope, might be worked 
out to prevent, in so far as humanly possible, a 
national crisis of unemployment and depression. 


Everyone joined whole-heartedly in the program. 
The leaders of our industries agreed to anticipate 
future expenditures, and to start immediately upon 
the expenditure of millions of dollars that had been 
set apart for use over a period of several years, and 
on the part of the Government President Hoover 
agreed to do likewise in the expenditure for public 
works of all moneys at his command. 

The cooperation of our people guided by the 
splendid leadership of President Hoover is our only 
hope for a prompt economic recovery. It is the duty 
of every American citizen, regardless of party, creed 
or color, to give to the President his whole-hearted 
cooperation and support at this time. 

The object of these annual conventions is to de- 
vise ways and means whereby we may best serve 
our respective States. 


Improvement in State Finances 


During my membership in this Association, I have 
observed a great improvement in the methods of 
handling the fiscal affairs by many of the members 
in their respective States. Unusual progress has 
been made in securing an efficient and uniform 
method of State accounting and reporting. 

Considerable progress has also been made towards 
securing a uniform system of State budgeting and 
statutes for the control of State expenditures. 

We can never hope to have economy or efficiency 
in the expenditure of public moneys without an effi- 
cient and scientific system of budgeting such ex- 
penditures. This, however, is only one-half the 
problem. : 

In addition to a scientific legislative budget, we 
must have some system for controlling the expendi- 
turés of the\money appropriated and limiting such 
expenditures to actual necessities. The failure of 
many State governments to provide an efficient sys- 
tem for budgeting legislative appropriations, and a 
hard-boiled system for limiting expenditures of the 
moneys appropriated to actual necessities has been 
responsible for the annual waste of many millions 
of the taxpayers’ money. 

’ 


Efficiency as Employment Basis 

Our governments are over-manned. A few years 
ago it required one person out of every 22 to ad- 
minister our governments—national, State and local 
—but today it is one out of every 10. This number 
could be and should be reduced at least 25 per cent. 

@ his could be accomplished without crippling the 
services if efficiency was the sole basis for employ- 
ment. Last year the total income of individuals and 
business institutions was eighty-seven billion of 
dollars. Thirteen billion of this was taken for taxes. 

On an average, each person contributes one day’s 
work each week for taxes. More homes are being 
sold today for taxes than ever before in the history 
of the Nation. My long years of experience and con- 
tacts with governments convinces me that at least 
40 cents of every tax dollar collected in the United 
States is wasted. 

President Coolidge in discussing the mounting 
trend of taxes before the heads of the Departments 
at Washington in 1928 and 1929 said: 

“This steady increase in governmental costs on 
the part of the States and municipalities is a menace 
to prosperity. It cannot be ignored. It cannot 
longer continue without disaster. It will not correct 
itself. It is a red flag warning us of the danger of 
depression, and a repetition of the disaster which 
overtook the country in the closing days of 1920. 
It is a warning that should be heeded by everyone 
intrusted with the expenditure or appropriation of 
public funds. It is the reason that further commit- 
ments by the National Government for any new 
projects not absolutely necessary should be faith- 
fully resisted.” 

_ We must stop paying political debts and obliga- 
tions out of the public treasuries. The public also 
must learn to stop asking for more services on the 
part of their governments than they are. willing to 
pay for. If every person who signs a petition re- 
questing legislatures and officials for an expansion 
of the scope and betterment of the character of the 
services by their governments were each required 
to attach their individual checks for their part of the 
cost of such increased service, such requests would 
be few and far between. 

We must learn to live within our income in govern- 


ments the same as the frugal housewife does in the 
home. 

The United States is the greatest and perhaps 
the bes; governed nation in the world, but many evils 
have crept into the administration of our Govern- 
ment and into society and civilization which if al- 
lowed to continue to expand and develop will eventu- 
ally tend to weaken and ultimately destroy not only 
our present form of government, but the best 
civilization in the world., Notably among these 
factors are the following: 

First: The corrupt use of money in elections. The 
placing of public offices on the block and selling them 
at public auction. 

Second: The laxity in the enforcement of law by 
courts and public officials. We are rapidly becoming 
the greatest law-breaking nation on earth. 

Third: Spread of the communistic doctrine in the 
United States. 

It is not necessary to remind those in front of me 
that these, like many other offenses against decency, 
public morals and fundamental principles of gov- 
ernment, cannot be reached by law because its con- 
tacts are so diversified and reach so many people 
all over the country. The buying of an office is al- 
ways generally known when it is done, but it is diffi- 
cult to prove by the regular rules of evidence; yet 
it is an evil that is nibbling away the confidence of 
the people in government. Like the correction of 
every such growth upon the body politic, its remedy 
must come from an aroused conscience of the people. 
Those who buy offices should not be allowed to hold 
them; those who buy political nominations should 
not be elected. If the people would, in the spirit of 
76, turn down the purchaser of a nomination for 
office, or one who expects to be elected by the use of 
money, just as they would turn down one who has 
—. another heinous offense against society, 
thé evil would fade away. The members of this 
Association come in contact with the makers of 
public opinion. They should exert their influence 
to correct this evil. It is dangerous to let it go 
any further. 


Laxity in Law Enforcement 


The laxity of the enforcement of law by public 
officials is largely an outgrowth of the use of money 
and official power to control elections and nomina- 
tions. We have been drifting upon the rocks in the 
enforcement of law till statistics are not necessary 
to sustain the charge that, in the great cities and in 
smaller communities, the people no ionger fave con- 
fidence in the administration of law. Now, a 
murderer has a good chance of not being appre- 
hended at all. If apprehended, he has a large per- 
centage in his favor that he will not be convicted, 
and, if convicted, he has many chances of escaping 
punishment by pardon, laxity of the parole system 
or escape. To illustrate, Judge Kavanaugh of the 
Superior Court of Illinois, in an address before the 
Economic Club of New York, showed that in the 
year 1925 there were 11,000 homicides in the United 
States; that is, 11,000 persons who were killed at the 
hands of another. In the year before, there were 
10,000, and in every year during ten years, not less 
than 9,500. As Judge Kavanazh puts it: “In this 
land of crowded school-houses, teeming prisons, and 
forested with church spires, in ten short years 98,- 
000 of our fellow citizens have perished by poison, 
by the pistol, or the knife.” 

In Canada they have 13 homicides a year for every 
million of the inhabitants; in the United States we 
have 100 homicides for every million; in Germany, 
prior to the World War, there were 5 homicides for 
every million of their inhabitants; in Italy, there 
were 16 homicides for every million. Does it not ap- 
peal to this assemblage of men, selected for at least 
average ability and special attainments for the ac- 
counting departments of the various States, that we 
ought to find why it is in Canada there were only 13; 
in Germany 5; in Italy 16 homicides to a million in- 
habitants, while we have 100 to the million? 


Causes of Crime Traced 


When this country had one-sixth of the people that 
it has now, that is, in the decade preceding our Civil 
War, we had only 7,000 people in all of our prisons. 
Now we have over 135,000. Comparing again, since 
1850, we have increased in general population over 
five times; we have increased in homicides 15 times. 
The statistics show many reasons why this is so. 
While there were 42 murders in Lordon at the time 
to which I am referring, there were 238 in the City 
of New York and 368 in Chicago. There were 151 
murders in all England and Wales, while there were 
11,000 in the United States. This looks very bad for 
this “land of the free and home of the brave.” 

It is the duty of every civic association to trace 
down the causes which are gradually putting us in 
the eyes of the world as a: lawless people. In Eng- 
land and Wales every machinery of government 
bends itself to the apprehension of a killer. Banks 
will trace notes by number; the post office depart- 
ment pends its entire machinery; telegraphs, rail- 
roads and all public utilities will allow Scotland 
Yard to send decoy letters, packages, and use every 
one of its officials to trace a killer, so that, when one 
contemplates a killing in England, he knows that the 
chances are that within a few days, or weeks he will 
be apprehended, and that the defenses interposed 
usually in America will not stand five minutes in the 
courts of that country. 

On the other hand, in this country, the chances 
are 5 to: 1 that he will never be arrested at all; 
they are 15 to 1 that he will never be convicted, and 
100 to 1 that he will never die for taking the life of a 
fellow human being. While Germany has but 5 
homicides to the million inhabitants, she has a record 
that 95 per cent of those who do commit homicides 
will be given punishment. Compare that to the 
United States with its 1.3 per cent of punishment for 
homicides. This accounts for the fact that all over 
this country the students of the subject are wonder- 


ing what is the matter with the people of the United 
States, that there is such a low percentage of appre- 
hension and punishment for those who commit 
murder. Naturally, there follows that in the lesser 
crimes the percentage of apprehension and punish- 
ment grow larger. 


Russian Activity in America 


The threat of Bolshevism is a real menace to our 
orderly system of government. It is not just the 
wraith o* disordered imagination, but a real fact, 
that there are people in all of the principal cities, 
and in many of the quiet communities of this coun- 
try, who are harboring, some the fear, and some 
the hope, that Bolshevism may get a hold, a footing, 
in the United States. It is unique in international 
affairs that the people of,one country in Europe are 
using the taxes collected from the people of that 
other country to impose their government upon the 
United States. It is not accurate to call Russia a 
government. It reacts one way to a set of facts 
today, and in a different way to the same set of facts 
tomorrow. It is an arbitrary government imposed 
upon a people by force. Nothing that is going on in 
Russia has the endorsement of a majority of the 
people of that country, that is, the world has no 
evidence of it. They have their organizations of 
committees, but a very few men dictate their policy 
and enforce their orders with cannon and gun. They 
are undertaking to interfere with the business, even 
the stock market, of the United States; and they have 
secret and public ambassadors in many of the cities 
and communities of this country; all of them sup- 
plied with money; all in an effort to break down the 
Government of the United States. The purpose of 
the propaganda is not secret. These people openly 
admit that their final purpose is to impose the non- 
descript thing, now for¢ed upon the people of Russia, 
upon the people of the United States. Such a 
proposition probably could not deceive one-tenth of 
1 per cent in any State in this Union. It is doubtful 
that any one could be found in the United States, 
outside of a desperate or weak-minded person, who 
would say that he would even consider the proposi- 
tion of running for office upon the platform that he 
would do anything reasonable to convert the present 
conditions of the United States into Russia condi- 
tions; and yet, every convicted and unconvicted 
criminal, every disappointed citizen, gets literature 
from the secret committees now working for the 
Bolshevis.s in the United States. 

I do not fear their speakers nor their writers as 
much as I fear the laxity in the enforcement of our 
own laws. The citizen of England is in a much better 
position than we are to repel Bolshevistic propa- 
ganda. He can point to the enforcement of the law; 
to the rugged honesty with which every official and 
court works against the law-breaker. Germany and 
Italy are in the same position; but we must hear the 
Bolshevists say that our Government is not working, 
that we are not bringing criminals to justice, that 
gradually we are putting up our public offices for 
sale. 

This situation demands clear thinking, prompt and 
fearless action on the part of every loyal, patriotic 
citizen of our country to the end that we may con- 
tinue to progress and develop, and our Nation main- 
tain its exalted position of world’s leadership. (Ap- 
plause.) 


Problem of the Crippled Child 


PRESIDENT JOHNSON: My friends, there are a 
few people in the United States who are universally 
loved and respected by all the people of the Nation. 
There are a fewer number who are known and loved 
by the peoples of all other countries in the world. 
We have with us this afternoon such a person. He 
is not only known and loved in the United States, 
but he is known and loved by the people of other 
countries, for what he has done and is doing for 
humanity, and I take great pleasure in presenting 
at this hour the president of the International So- 
ciety for Crippled Children, who will discuss with 
you the topic, “The Crippled Child and the State Re- 
sponsibility.” The Hon. Edgar F. (Daddy) Allen, 
of the State of Ohio! (Applause.) 

HON. EDGAR F. ALLEN: Mr. President, Ladies 
and Gentlemen, Members of this Association of 
Auditors, Comptrollers and Treasurers: I have not 
prepared an address to give to you. I thought per- 
haps it would be more effective if perhaps I coul« 
just talk with you. : 


I notice your theme—less and wiser spending; per- 
haps you are all of Scottish descent. I heard a story 
the other day about a Scotchman who was a Mason. 
He was going to build a home and he came up to 
headquarters of the Masons and said he would like 
to have them send up a few free masons to where 
he was building his home. They explained that they 
had no free masons in that sense. He didn’t under- 
stand it. He thought they should have, as he had 
taken the Scottish Rites and he thought he ought 
to have those free masons. 


Four Hundred Thousand Cripples 


We have a topic this afternoon with which many 0: 
you are familiar. Your president is president of the 
West Virginia Society for Crippled Children and 
knows the problem thoroughly; he has been active 
and helpful in carrying out measures in his State 
specially in behalf of these crippled children. Never- 
theless it seemed to me among you there might be 
many. who had not as yet an understanding of the 
immensity and peculiar nature of the problem of 
the crippled. 

We have in the United States of America 400,000 
little crippled children in whose bodies are regis- 
tered the tragedies of nature and accident, and who 
are in that condition from no fault of their own, and 
if we take the figures on crippledom in the United 
States as given at our Seventh Annual Convention 
at Memphis by Governor Roosevelt as true, a billion 
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dollars a year, it seems to me it is high time for us 
to consider -ways and means and methods to pre- 
vent this terrific wastage, as well as to do a humani- 
tarian piece of service, 

Now, to get into your mind the position of the 
cripple, we should have a pretty good understanding 
of his history. Perhaps you understand that history. 
Trace it back for all time that we have any history 
and you find what? You find that the cripple has 
been destroyed; second, that he has been neglected, 
and third, that he has been endured. We now come 
down to a point where through science and educa- 
tion we must reverse that condition. 


Origin of Work for Cripples 


Some 30 or 40 years ago, when the first efforts, 
outside of philanthropic efforts, were made in be- 
half of cripples, the first movement was appropria- 
tion by the States for cripples, which goes back to 
Minnesota where was established the institution of 
Phelan Park, in St. Paul; in Nebraska, and also the 
State of New York, where thev had the State In- 
stitution at West Haverstraw. Those were the first 
gestures of any States in assuming any responsi- 
bility for these cripples. But that was only a ges- 
ture; we didn’t understand the problem. | We know 
of it only in a hospitalization way, and didn’t really 
know the needs of each cripple. Little by little, we 
were beginning to understand what a program might 
be, and that if carried out it would mean rehabilita- 
tion and putting into useful employment thousands 
of these children’who otherwise would grow up and 
be helpless. Society is never going to know the cost 
of the adult cripple. 

The theory we are presenting in Washington in 
connection with the White House Conference is the 
theory that the responsibility for these children 
must fall back on the different States of the Union. 
The problem of crippled children in California will 


, be solved in California, and the problem of crippled 


children in Maine will be solved in Maine. 


The White House Conference 


It seems to me that a group of men and women 
like you come in contact with the people of your 
States and might perhaps get a little enlighten- 
ment of what we see the needs are. 

It is a question first of finding them. It seems 
funny, but it is true. I remember about 20 years 
ago a gentleman came to me and said, “You have 
built hospitals; why not do something for the crip- 
pled children?” I said, “Where are they?” He 
said, “You would be surprised if you made a survey 
of the city or the county.” This man was a sur- 
geon in our hospital.. He brought in little Jimmy, 
about 8 years old. I made a survey of the county 
of Lorraine, Ohio: I found 225 of these little 
Jimmies for whom nothing was being done. Other 
surveys brought out the same facts. Then Cleve- 
land put on a survey and found 4,000 cripples, of 
which perhaps half were in the curative stage. It de- 
veloped in our State we had 18,000 of these cripples. 

Now, what is going to be done, what had the State 
of Ohio done, as a State? Nothing. For the deaf 
and dumb, for the blind, yes. But the cripple has 
been in the discard, the old thought has come down 
from the ages, varying somewhat, but the same 
thought—once a cripple, always a cripple. Science 
started something else. So we developed the thought 
ta build a little hospital in our city, open to all Ohio, 
and perhaps it would solve the question for all Ohio. 
It didn’t do much. A few came. 


What Has Been Done in Ohio. 


Then after study, we thought, if there is going to 
be anything done for this great army of cripples, 
we have got to change the public attitude, rouse the 
public conscience and interest. We went about to 
rouse the public interest, and we did. We founded 
the Ohio Society for Crippled Children, not dedicated 
to all the problems in the world, but to one prob- 
lem, to see to it if there was not some way to bring 
that conceded problem into the light of day, so that 
there might be relief and education and care for all, 
not for a few. Po 

We conceived the idea it should be a responsibility 
assumed by the State of Ohio. We figured the idea 
out that Ohio should furnish the price of the care 
and education of these children, and then that pri- 
vate philanthropy would come in and do the rest. 

We did it. We threw into the hopper of legisla- 
tion two different legislative enactments, one for 
municipal care and one for education of the crippled 
child. We had previously organized a group, a cli- 
entele, of 8,000 or 10,000 people all over the State 
that were interested. 

Into the hopper went these two bills, two new 
thoughts, not for building a State institution, but 
saying, “We will furnish the price if you can get 
the door of your other institutions open. We will 
furnish the price of special care and education for 
these children, which costs a good deal more than 
the education of a normal child.” 


Remedial Legislation Enacted 


Those laws had. a first reading, all right. Then 
they got into some mix-up, and it seems in Ohio that 
they have a pickling committee, as I call it, that 
takes these enactments and puts them in brine for 
further use, instead of having them brought up at 
the time we wanted them. 

We found ours had gotten into brine, but we got 
them out again, because when we got word from 
the Department of Welfare that Harry Davis had 
gotten a legislative program through and wanted ad- 
journment on Saturday night, we got the word Mon- 
day morning and we started to see if this lay or- 
ganization, scattered throughout the State; could do 
anything. We spent $800 or $900 telegraphing, and 
asked them to telegraph their representatives, their 
friends, and their friends’ friends. We got to Co- 
lumbus Wednesday; the telegrams were coming in 
by the bushel basket load. Wednesday night at 11 
o’clock the two bills were taken out of brine—two 
different pieces of legislation were placed on the 
floor, and were passed without a dissenting vote, and 
into the State of Ohio went two of the best laws 
that have ever been in; they have been most effec- 
tive in dealing with crippled children, the most ef- 
fective that have ever been devised. 

We didn’t know how it would work ourselves. It 
did work. Inside of a year or two, we had 1,100 or 
1,200 children to care for. We were asked to call a 
meeting. Toledo, New York, Cleveland, the Province 
of Ontario wanted us to represent them. Then we 
organized what is known as the International So- 
ciety, on account of Canada, and the first thing we 
tackled was the great Empire State. 


They delegated me to visit Elmira, Buffalo, Roch- 
ester, Syracuse, Albany and New York City. My 
visit was. first to Elmira, N. Y. There we had a 
great meeting, and aroused great interest. After 
the meeting, I met with the Health Commissioner of 
New York. He said to me, “But we have no crippled 
children.” 

We went to Rochester. They kind of made fun 
of me, a layman going about the State telling them 
something about crippled children. We couldn’t tell 
the orthopedic men, but we could tell the people. 
They said they were taking care of them at West 
Haverstraw. “West Haverstraw is an institution 
having 150 beds,” I said. “You have here in Roches- 
ter how many—you have 900. How many crippled 
children here have been to West Haverstraw? Not 
one, so it seems to me you don’t appreciate the im- 
mensity of the problem.” 

The result was that New York followed Ohio; the 
Legislature went us one better in finding children. 
We have developed in the State and in private, fra- 
ternal organizations—the Shriners the last 10 years 
have built hospitals which are treating many crip- 
pled children. Some say the Shriners are wasting 
money. If the Shriners had done nothing but bring 
to the light of day this problem, every dollar they 
have spent would be wisely spent. 


Responsibility Is on the State 


That is not the whole problem, because as I see 
it, we have got to take the crippled child, and start 
somewhere and finish somewhere with him. 

I am advocating that-every State should take re- 
sponsibility, and private work should dovetail with 
the State work. The work of ‘inding and examining 
children through the Health Department; the work 
of committing children, and payment, should go 
through the Welfare Department. That is working 
out delightfully and well, having the State assume 
responsibility and keeping back of the children an 
interested group of people making efficient laws that 
are passed. We have in the United States today as 
a result 48 States caring for and educating over 
200,000 children, which is increasing. 

Is it sound for States to put money into the re- 
habilitation of these crippled children? If it is 
not, let’s stop. 

Is it good to spend on an average $500 for rehabili- 
tation of a crippled child, when we will perhaps 
save the State $10,000 later on? 

Some States say they haven’t the money, that 
they can’t afford it. 


State Cannot Afford Neglect 


My dear friends, when you analyze it, you cannot 
afford anything else. We must do it. It is a great 
pleasure to try to interest you in this problem, in a 
State problem, so that the different States of the 
country will assume toward these neglected children 
a responsibility they have been rather late in as- 
suming. 

It has been only in recent years that we have 
understood what could be done for them, understood 
the numbers of them, that to get at the problem 
we had to create a different atmosphere among 
people, arouse public conscience, with an understand- 
ing that the values are tremendous economically, in 
a humanitarian—yes, and in a spiritual way. So 
we are trying to enlist a great lay interest. We 
have perhaps thousands of men becoming friends of 
individual children in the community. In Ohio we 
have a community of 167, and each one has a god- 
father—not to adopt them, no, but to see that the 
machinery set up for them is in operation, to take 
hold of the hand of that child, to lead it through. 

So we are trying to develop a spirit of working 
together, public and lay interest, State and private, 
to see that the interest begins early and does not 
finish until it is seen through to the end, and we try 
to place them in useful employment. It is a pleas- 
ure to plead for these children, to present to you 
an opportunity as it seems to me, to translate a 
great many of our slogans into deeds, which will 
create so great a good as to be almost beyond words. 


Movement International in Scope 


Our movement has spread beyond the borders of 
the United States, it has jumped across the waters. 
Last year we held our first world conference in 
which foreign nations were represented, in which 
the basis of action on which we could work together 
was outlined, to face that thing which is possible, 
the eradication of crippledom. 

One other point before I close. I want to give 
you one of the great things. We are told by sci- 
entists that 50 per cent of the crippled children we 
have today never should be crippled at all. This is 
a great problem, and the causes having to do with 
making these cripples are the meat of the whole 
matter. Scientists are telling us to go forward with 
confidence, since the causes of crippledom are both 
known and largely preventable. 

So we ask you to join in, and all work together, 
so that we may find sometime that day when crip- 
pledom from disease will be a pitiful curiosity. 
(Applause.) 

PRESIDENT JOHNSON: Mr. Tremaine will in- 
troduce the next speaker, 

MR. TREMAINE: We have as a branch of our 
business in the State of New York the examination 
of municipalities. There are 1,560 divisions in this 
State having to be examined as to financial condi- 
tion; that is one of the duties of the State Comp- 
troller. We call it the Bureau of Municipal Ac- 
counts. We check them up, and if they are in- good 
condition it is all right; if there is wrong-doing, it 
is reported to the proper authority, the prosecut- 
ing officer. 


Audit of Municipal Accounts 


That is a very valuable service. It keeps people 
in line. We find a good many of the small town 
officers do not know their jobs. This is an educating 
scheme. That Bureau is old now. We haven’t enough 
examiners, only 22 men, who have some wonder- 
ful qualities. 

The man I am about to introduce is a lawyer, he 
knows county, town and village law and is very 
familiar with the State law; he has been at it 20 
years. He has a profound knowledge of his subject. 
I take pleasure in introducing to you the man I con- 
sider the most competent in examination of munici- 
palities and knowledge of town law and government 
that we find in this State, Mr. Harry T. O’Brien! 
( Applause.) 

MR. O’BRIEN: Mr. Chairman, Ladies and Gentle- 


An 


men: Today, I understand, I am addressing a gather- 
ing of delegates from all parts of the United States. 

Portland, Me., greets Portland, Oreg., and some 
of you from the North, living within easy reach of 
that international boundary line between two of the 
greatest peace loving nations of the world greet 
others from the southland, even where the waters of 
the great gulf leave the shores of that land where 
Ponce DeLeon sought and perhaps found the waters 
of the fountain of perpetual youth. 


Discussion of Problems 


And thus you come from all parts of the greatest 
nation on earth and foregather here in the greatest 
city on earth to discuss the problems with which you 
are most concerned as Auditors, Comptrollers and 
Treasurers. 

No one of us, I assume, is expected to touch 
upon, much less to exhaust, all the topics which are 
or might be of interest to you. Neither should any 
one of us attempt a monopoly of wisdom and lightly 
touch upon the functions common to all. Some of 
us must specialize. That, I shall try to do today an‘, 
following the directions of my superior, I shall very 
briefly describe one of the duties imposed by law 
upon the Comptroller of the State of New York. 

The nomenclature of public office is quite as di- 
versified and uncertain as the terminology of ac- 
counting. 

If this were not true the average man or woman 
reading the titles of your respective offices might 
with some asurance say: 

“An auditor is one who audits the accounts of the 
municipality of which he or she is an official and, 
perhaps, directs payment thereof.” 

“A comptroller is one who combines the functions 
of auditor and of bookkeeper and accountant of the 
municipality of which he or she is an official, and 

“A treasurer is one who keeps the cash gnd pays 
the bills.” 

Well, speaking from my experience of more than 
20 years in the service of the State, the fancied defi- 
nition which the man or woman in the street may 
have given of a treasurer has stood the test of time. 
But I have known of so-called auditors who did not 
audit, and I have known of comptrollers upon whom 
the Legislature had imposed a very wide diversity 
of duties having no logical connection with the duties 
of an office which should be limited to the audit and 
control of the finances of a municipality. 


Duties of Comptroller 


I recall the time when the Comptroller of the State 
of New York not only audited and ordered paid the 
claims against the State, but he likewise assessed, 
levied and collected certain indirect taxes. He ac- 
cepted returns of unpaid direct taxes from minor 
municipalities and periodically held a tax sale. By 
the issuance of licenses he supervised and controlled 
the pursuit of certain avocations such as private 
detectives, theater ticket brokers, and steamship 
ticket agencies. 

Prior to the reorganization of the State govern- 
ment by amendments to the constitution effective 
Jan. 1, 1926, some of these collateral functions had 
ben transferred by the Legislature to other State 
departments. Since the amendments adopted by the 
electors on Nov. 3, 1925, and which as I have said 
became effective on Jan. 1, 1926, the duties of the 
Comptroller of the State of New York are in the 
language of the constitution as follows: 

1—To audit all vouchers before payment and all 
officials accounts; 

2—To audit the accrual and collection of all reve- 
nues and receipts; and 

38—To prescribe such methods of accounting as are 
necessary for the performance of the foregoing 
duties, 

In addition to these specifications the amendment 
referred to contains the following: 


“In such respect the Legislature shall define his 
powers and duties and may also assign to him super- 
vision of the accounts of any political subdivision 
of the State, but shall assign to him no administra- 
tive duties.” 

When, therefore, in 1926, the electors permitted 
the Legislature to assign to the Comptroller, in ad- 
dition to his duties as an auditor—“the supervision 
of the accounts of any political subdivision of the 
State, they were saving tothe Comptroller an ad- 
ministrative function which he had exercised by 
legislative mandate for many years prior thereto. 


Citation of Statutes 


The popular mind seems to remember and to 
identify statutes more readily by the name of a 
sponsor than by the legalistic method of citation by 
year and chapter number. 

Thus, in the Nation we have statutes, popular or 
otherwise, which will perpetuate the names of states- 
men, such for example as the Volstead Act, the 
Jones Law and the Smoot-Hawley Tariff Bill. 


In New York State, we have the Lowman Act, 
correctly cited as Section 320-B of the Highway 
Law; the Moreland Act, properly speaking Section 
8 of the Executive Law, and the Wadsworth Law, 
now Article III of the General Municipal Law. 

Many of you are not residents of the State of 
New York, and hence by way of introduction, I have 
referred to certain statutes having no connection 
with my topic, but which, nevertheless, are very 
frequently mentioned in the public press, and almost 
always by name of the sponsor. 

It may interest you to be told briefly what these 
statutes are— 

The Lowman Act, introduced in the Legislature by 
Hon. Seymour Lowman, later Lieutenant Governor, 
and now at the head of one of the Departments of 
the Federal Government, has proven a boon to farm- 
ers and others residing in the rural districts. 

This act provides for contributions from the State 
to supplement appropriations by the counties to be 
med in the construction and improvement of town 
roads. 

The Moreland Act is the basis of the authority 
granted the Governor to appoint one or more per- 
sons called commissioners to examine and investi- 
gate the management and affairs of any department, 
board, bureau or commission of the State. 


The Wadsworth Law 


This brings me, then, to a consideration of the 
Wadsworth Law, or the statute which imposes upon 
the State Comptroller certain duties in connection 
with the municipalities of the State. 

I dare say most of you know, or at least have 
heard of, Hon. James W. Wadsworth Jr., formerly 
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‘Speaker of the New York: State Legislature, and 
later United States Senator. ; 

When an Assemblyman, he introduced the bill 
which became Chapter 705 of the Laws of .1905. 
Subsequently this statute was embodied in the Con- 
solidated Laws, and is now-known: as Article III 
of the General Municipal Law. 

The statute, is not very lengthy—it would -not 

—take much time to read it.to you. However, I shall 
not do that believing that you will be content if I 
give you a resume of its salient features. 

All of the municipalities of the State, that is to 
say, all of the cities, counties, towns and villages, 
except the cities of New York, Buffalo and Rochester 
are required to submit reports annually to the State 
Comptroller. 

The reports are in the form prescribed by the 
Comptroller and upon blanks which are furnished by 
the ‘State. ; } 

The Comptroller is authorized to cause the ac- 
counts of all the fiscal officers of the municipalities 
mentioned to be inspected and examined by one or 
more examiners appointed by him at such periods 
as he shall deem necessary. 

Upon every such examination inquiry is required 
to be made as to the financial condition and re- 
sources of the municipal corporation, and into the 
method ar.d accuracy of its accounts. 


Municipal Accounts Audited 


The statute provides for the appointment of a 
Director and Examiners, the number of which has 
from time to time been increased. 

The Comptroller, the Director and each of the 
Examiners has power to examine into the financial 
affairs of every municipal corporation, except the 
cities mentioned; to administer oaths, and to compel 
the appearance and attendance of persons for the 
purpose of such examination and investigation, and 
the production of books and papers. A report of 
each such examination is required to be made and 
filed in the office of the State Comptroller, and in the 
office of the chief fiscal officer of the municipality 
examined. 

When filed these reports become public records. 

The statute also permits the Comptroller to formu- 
late and prescribe systems of accounts which shall 
be uniform for each class of municipal -corporation, 
and he may, from time to time, whenever he shall 
deem it necessary direct the instalment of such sys- 
tems by any one or more of the municipal corpora- 
tions comprising such class. 

The annual reports submitted by the fiscal officers 
are tabulated, submitted to the Legislature, printed 
and distributed to municipal officers and to others 
interested therein. 

Municipal corporations in the State of New York 
include cities, counties, towns and villages, and leav- 
ing out of consideration the cities of New York, 
Buffalo and Rochester, are in numbe: as follows: 

Cities, 57; counties, 57; towns, 932; villages, 527. 

Following the permission granted by this statute, 
the first attempt at the formulation of a uniform 
system of accounts was made in 1912, when a book- 
let was prepared outlining a system of accounts for 
the cities which, at that time, were known as cities 
of the second class, meaning cities having a popu- 
lation of more than 50,000. 

This was followed by the preparation of a system 
for cities of the third class; then by a system of ac- 
counts for the counties, and later by an outline, or 
something of less detail, for the towns and villages. 

In the course of time the system which was first 
promulgated, namely, that for cities of the second 
class, was brought into harmony with later methods 
embodied in the system of accounts for cities of the 
third class so that at this time, so far as general 
features are concerned, the accounting systems are 
practically the same for second and third class cities, 
and for counties. 


Classes of Accounts 


In these systems the accounts are grouped in four 
classes, namely— 

Current Accounts; Capital Accounts; Assessment 
Accounts, and Trust Accounts. 

The current accounts include all those accounts 
which reflect current revenues and current expendi- 
tures, and which in the main, are controlled by a 
budget. . 

Capital accounts are those which are, as a rule, 
financed by bond issues, or in some cases by taxes, 
and which result in an increase in an asset account 
known as the property account. : 

Assessment accounts embrace transactions which 
are financed by means of special assessments against 
property benefited. i : 

The trust accounts include those accounts in which 
the municipality has no beneficial interest, and in 
which the municipality acts merely as a trustee. 

The classification of current expenses is two fold: 

(1) By governmental functions. 

(2) By object of expenditure. ; 

The cilassificatien by functions is somewhat arbi- 
trary following generally that which is used by the 
United States Census Department in compiling sta- 
tisties for cities. 

In counties, in the classification by objects of ex- 
penditures, four standard accounts are provided as 
follows: 

(a) Salaries, wages and fees. 

(b) Purchase of equipment. 

(ce) Materials and supplies. 

(d) Expenses. 

In cities, the classification is more detailed running 
for éxample about as follows: 

(a) Salaries and wages. 

(b) Traveling expenses. 

(c) Office expenses. 

(d) Printing and advertising. 

(e) Purchase of equipment. 

(f) Maintenance of equipment. 

(g) Materials and supplies. 

(h) Repairs. 

(i) Light, heat.and power. 

(j)- Rent. 

(k) Insurance. 


Existing Systems Continued 


We have succeeded in establishing these systems 
in all of the cities in the State, except New York, 
Buffalo and Rochester, and in about two-thirds of 
the counties. 

Our failure to reach 100 per cent in the counties 
has been due to the fact that we have found it in- 
expedient to attempt to change existing systems 
in counties except at the close or at the beginning 
of a fiscal year, and at a time when we can obtain 
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“the cooperation of the board of supervisors~in the 


preparation of a budget. 

We have never had a force of men sufficient to 
comply with all of the requirements of the statute 
and hence we have gone ahead and have done the 
best we could do under the circumstances. 

Our staff now consists of a Director, Assistant 
Director, a Statistician and 24 Examiners. 

During the past ten years, every municipality in 
the State which is required to report to the Comp- 
troller has complied with the law; with the result 
that reliable information has been tabulated which 
shows a complete statement of all moneys received 
and expended by the municipalities over which the 
State Comptroller exercises supervision. 

Moreover, the reports now received show very 
great improvement over the reports of former years. 

While assistance was formerly required in many 
instances by the local officers. the efficiency of these 
officers has increased to such an extent that little 
or no difficulty is now experienced in obtaining satis- 
factory and accurate reports, and I believe that the 
svstems.of accounts formulated and prescribed by the 
Comntroller have contributed to this accuracy in no 
small degree. 


Violations of Penal Law 


In the pursuit of our duties, we have endeavored 
to be not only supervisory and correctional but edu- 
cational as well, and this feature of our work is 
much more agreeable than criticism, faultfinding, 
disclosing illegalities or, as sometimes happens, ex- 
posing violations of the penal law. 

In a recent fiscal year, our examinations resulted 
in the recovery to municinalities of considerably 
more than a half million dollars. 

In one town a venal contractor returned to the 
town abcat $600,000. and in a county a group of 
officials repaid about $11,000. 

These are not features of our work from which we 
derive any pleasure. But since human nature is 
what it is, there will always be some who will take 
advantage of ovportunities for peculation, and, when 
we find these things in the course of our labors, we 
can do none other than expose the wrong-doer with- 
out fear or?favor. 

The educational value of our work should not be 
overlooked. As practical men and women, you know 
that under the party system prevailing in these 
United States tenure of office is uncertain. 

A man or a groun of men elected by the people for 
a term of years has no assurance that one good 
term will deserve another. 

And so it sometimes happens in a municipality 
that the entire organization owing allegiance to one 
of the political parties finds itself evicted to be suc- 
ceeded by another croup belonging to the opposition. 

I know that such methods are wasteful and not 
conducive to the best results in government but, 
nevertheless, our form of government is still more 
or less influenced by the belief that to the victors 
belong the spoils. 

New men need coaching and we. in our Bureau, are 
always ready and willing to supply help and assist- 
ance when so requested. 

I recall a situation in one of the largest counties 
of the State where for more than 25 vears adherents 
of the same political party had filled all of the 
county offices and nearly all of the offices in the 
cities and towns. 

During all of the same quarter century those on 
the other side of the political fence had, like the 
children of Israel. wandered in the desert. Then 
came the land-slide, or the rout, or the debacle, or 
whatever you want to call it, and the wanderers in 
the desert found themselves in undisputed possession 
of the promised land. 5 

Now, wandering in the desert is not conducive to 
the acquisition of skill in the management of a 
municipal corporation governed by law and which 
annually raises and expends some millions of dollars. 

To be sure these erstwhile wanderers had leaders 
who knew how to win political battles, but not one 
who knew how to prepare a budget or an equaliza- 
tion table, or how to apportion taxes, or to compute 
and determine a tax rate. 


Bureau Proves Usefulness 


Then it was that one of our Comptrollers stepped 
into the breach and assigned an Examiner to coach 
the newly elected, and as I have said before, wholly 
inexperienced officials. 

Modesty prevents me from naming the man who 
was assigned that task, but nevertheless I am sure 
I can say without fear of contradiction that the suc- 
cessful completion of the job convinced the officials 
of the county in mind of the usefulness of the Bu- 
reau of Municipal Accounts. 

I intend to refer to just one other incident which, 
I think, will give you some idea of the variety of our 
activities. 

During the year 19% an examination of the ac- 
counts of a city having a population of about 25,000 
and which is not more than ten miles from the Capi- 
tal of the State disclosed the fact that the munici- 
pality was close upon bankrupicy, if that be possible 
in the case of a municipal corporation. For some 
years its officials, pursuing a shortsighted policy, and 
presumably for the purpose of deluding the elector- 
ate by a low tax rate, had borrowed considerable 
sums of money on short term loans. These loans were 
not paid when due, but were renewed from time to 
time, and no provision, or inadequate provision, was 
made for paying the constantly increasing interest 
thereon. Our Examiners reported a total of such 
loans of $450.000, which, when added to the bonded 
debt, produced a figure in excess of the constitutional 
debt limit of more than $500,000. 


Borrowing Without Authority 


Two elements requiring consideration in this sit- 
uation were: “ 

First: The negotiation of these loans by an ad- 
ministrative officer without proper authorization. 

Second: That at some time during the borrowing 
process the city had reached its borrowing capacity 
and therafter was without power to borrow. 

When these facts became known it was no longer 
possible to renew these certificates of indebtedness 
and, of course, no new loans could be negotiated. 
Whereupon the present State Comptroller, Mr. Tre- 
maine, virtually took the situation into his own 
hands and, after innumerable conferences with city 
officials, with attorneys for a committee represent- 
ing the holders of the certificates, with the Governor 
of the ‘State, thé Lieutenant Governor and with 
leaders in the Legislature, a scheme was evolved by 
which it ultimately became possible for the city to 


- and conscientiously accomplished. 
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Com ptrollers ‘s and. Treasurers 


issue 30 year 5% per cent bonds and to deliver these 
bonds in exchange for ‘satisfactions of judgments 
based upon the certificates. 

And thus it happens that the city has been relieved 
of the ignominy of defaulting upon. its obligations 
and has had its carrying charge reduced from 6 to 
5% percentum. The owners of the certificates, ex- 
cept a very small number who refused to join the 
protective committee, have accepted the long term 
bonds for the short term and over due notes, and ap- 
parently everyone is happy. 

Once upon a time at the inception of our Bureau 
we occasionally et with opposition on the part of 
local officials who resented what they believed to be 
interference on the part of the State with purely 
local affairs. Tact, a little good nature on-the part 
of our Examinei's and above all strict impartiality, 
has dispelled this hostility and now I am sure we 
have won the confidence of the people and the good- 
will of the officials. 

We are not noliticians.. We are servants of the 
people of the State striving with all our might to 
render to our employers the very best service of 
which we'are capable; finding in that the satisfaction 
which always follows the performance of a duty well 
(Applause.) 


Violations of Penal Law 


MR. WHITE: I assume the result of the exam- 
ination is embodied in a report filed in the office of 
the State Comptroller, the clerk of the Board of 
Supervisors, and the attention of the local officials 
is called to the violations; except if they are of a 
penal law— 

MR. O’BRIEN: If they are violations of a penal 
law, we sometimes send copies to the district: at- 
tornev. 

MR. WHITE: When you go in and find errors, you 
don’t follow them up, exeept to call attention to 
them ? ; 

MR. LEVITAN: You have said you are not in poli- 
ties. What is vour idea, that the same people should 
stav there all the time? No change? 

MR. O’BRIEN: I have been in the office 22 years. 

That brings to my mind a story of the colored 
man who said if you were a Methodist, in the Meth- 
odist Church you died. I am a Democrat, have been 
for years; I have served under Republicans as well 
as Democrats, but what I meant was that in the en- 
forcing of these Jaws we have been impartial. Our 
Examiners »re under the Civil Service. There is a 
possibility that the Legislature may decide the serv- 
ice is not required— 


Examiners Are Under Civil Service 


MR. LEVITAN: Is it not a fact that new ideas 
improve government? 

MR. O’BRIEN. That, I believe, is why Mr. Tre- 
maine invited me here—to get some new ideas. 

MR. LEVITAN: Will it, or will it not, be a benefit 
to have the same people all the time? 

MR. O’BRIEN: We have accountants and lawyers 
who have specialized for years in this particular 
line; I think it is. safe to say there is not a group 
in the United States anywhere that knows more 
about municipal accountancy or law, I think because 
of this constant study, keeping up with changes in 
methods, it is made worth while. 

MR. LEVITAN: You say if a man is there, he 
stays there for life— 

MR. O’BRIEN: I heard it said that your president 
has been State Treasurer for 40 years. 

MR. LEVITAN: You think it is all right? 

MR. O’BRIEN: Yes, I think it is all right. 

MR. TREMAINE: They say Comptrollers come 
and go, but the Examiners stay forever. No matter 
what the political complexion of the Comptroller 
they are seldom changed unless there is a reason; 
it is very unusual. The great bulk of the men have 
been there through both administrations. They have 
not been disturbed; they are Civil Service men. 


Bureau Established Quarter Century Ago 


MR. O’BRIEN: The Bureau gas established 24 
vears ago. I have known all tne Examiners since 
I have stayed. Some have gone out into other lines 
where they found greater opportunities. Those of 
us who have reached middle life have given hostages 
to fortune, and want to stay on the pay roll. 

I started out to be a lawyer but found I had to go 
around hunting for books on municipal accountancy. 
They were_pretty rare 15 years ago. I think the 
first was the “Handbook of Municipal Accounts ” 
published by the Metz Fund. . 

MR. LEVITAN: Are there only 1,500 municipali- 
ties in the whole State? 

MR..O’BRIEN: There are three cities, formerly 
cities of the first class. We have nothing to do with 
them. Cities of the second class are those having 
populations of 50,000 or over, governed by the Sec- 
ond Class Cities Law. 

Cities of the ‘third class are 40 in number, each 
having a separate charter ranging from a charter 
like Saratoga and Mechanicsville, to those that go 
into the greatest detail, like Cohoes, having a pop- 
ulation less than 50,000. 

MR. LEVITAN: We have got some cities like that. 

MR. O’BRIEN: The smallest is Sherrill, Oneida 
County, with a population of 1,800. There is no 
specification in the Constitution with~reference to 
population. Any people feeling able to govern them- 
selves may get a charter. We have villages like 
Peekskill. from 15,000 to 18,000. They are incor- 
porated villages. 


Discussion of Census Bureau 


MR. C. A. CARRUTHERS: I might say I consider 
Mr. O’Brien’s department the most important branch 
of your whole department, speaking from the statis- 
tician’s end. When he spoke of recoveries that had 
been made through his department, I would like to 
ask how that compares with the amounts saved to 
the municipalities of the State, by the department 
as a preventive measure, because officials know the 
examinations would be made? 

MR. TREMAINE: I think there is probably a far 
greater saving than any recoveries we have made. 
Improvement in management of these towns has 
resulted. As a political proposition, taking the at- 
titude of the elected officer, he might feel some ad- 
vantage to his party from some branch of service. 
We have found that the best political advantage is 
the best business. In some of the towns we have 
been able to critigize, we have found them in preity 
bad shape, where the men accused have been con- 
victed, but they were so popular the people resented 
the examination. 

We have not paid any attention to-this; we have 
found where-we could create the impression that we 
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were trying to render a service, we found it did our 
party the most good—the best politics is the best 
business. 

MR. WHITE: Under the law, you had no authority 
to follow it. up, and recover? 

Criminal Prosecution 

MR. TREMAINE: Where we find wrong-doing, it 
is the duty of any citizen to present the matter te 
the district atterney; where the records are so bad 
or careless, custom says the facts should be pre- 
sented to the Governor and he in his discretion may 
appoint the Attorney General, or a special judge, 
which he did in western New York where we found 
some rather queer costs, and things looked so bad 
that the Governor appointed a Supreme Court judge 
and the Attorney General to prosecute, and through 
his efforts the sum of $500,000 was recovered. We 
have no other authority. 

MR. WHITE: In Mississippi we have a similar 
system. I enjoyed very much listening to Mr. 
O’Brien. Where an audit is made, and we find a 
man has exceeded his authority, violated the law, 
the State Accounting Department has the authority 
to make demand, and allow 30 days to make re- 
covery. If the man does not pay the money over m 
that time, it becomes the duty of the Department te 
file suit against him through the Attorney General. 

MR. TREMAINE: We have found cases of officials 
elected and reelected, not examined in many years. 
The county officials did as they pleased. There were 
boards of supervisors paying five or six times for 
the same service. It was reported to the Governer, 
who appointed a Supreme Court judge and the At- 
torney General; they went after them. 

One man was convicted who had been in the habit 
of charging prisoners after they were discharged 
and his friends offered to make restitution, which 
was accepted; he was indicted but not convicted. 

We find some that are so popular it is difficult to 
convict them. They say, “He is a good fellow; let 
him off.” It is a good deal like the foreman in a 
factory; if he is there the men will attend to the 
job; if there is no supervision, they try to make 
what they can. 


Service of Public Officials 


Most men are trying to do the very best they 
know how im public office. We find some too much 
interested in their party. But throughout the gov- 
ernment of the State of New York it is surprising 
to see how many wonderful men are working for 
salaries perhaps half what they could make outside. 
In our Banking Department they get $4,000 or $5,000 
at the highest. When they get good, some bank 
grabs them, or something of that sort. When men 
are taught to handle accounts it stimulates their in- 
terest; it has done a great deal to bring up the tone 
of these men, and has added to their efficiency and 
happiness throughout the divisions we examine. 

MR. O’BRIEN: No doubt at all. I recall one of 
the northernmost counties in the State, the exam- 
iner’s report reads like a piece of fiction. 

MR. S. H. BLAN: How far does your Civil Service 
operate? 

MR. O’BRIEN: The constitution says that no ap- 
pointment shall be made to the State service except 
from the Civil Service list. It permits the State 
Civil Service Commission to classify, exempt and 
competitive. Most of the positions are in the com- 
petitive class. This list is prepared after exami- 
nation under the State Civil Service Commission, in 


all departments, in all the municipalities of the 
State. 


Appointments From Civil Service 


MR. TREMAINE: There are 18 major departments; 
the heads are appointed by my office. Each have a 
few men who are strictly their own people, secre- 
tarieg, and so forth. The comptroller has 14 trust 
company examiners exempt, a secretary and three 
deputies exempt from civil service. All clerks, 
stenographers and regular men are in civil service. 

MR. BLAN: In a great many States there is a 
general clearing out of offices when a new Governor 
goes in, 

MR. TREMAINE: The Sheriff is the only one in 
New York that cannot succeed himself. 

MR, O’BRIEN: I have a report here, if you are 
interested; I will leave it on the desk. It is the re- 
port for 1929, the last year we have figures on. 

MR. A. J. BEATTIE: My experience has been the 
same as Mr. Tremaine’s as to the qualifications and 


conduct of public officers, As Comptroller.of South, 


Carolina I have found a different view from that 
generally prevalent as regards these officers, 


Bureau Officials Are Bonded 


I have been impressed with the desire on the part 
of these men to do the right thing; I think some- 
times they get mixed up; sometimes they get short. 
Of course, it is not all accidental, but the majority 
of the men are trying to conduct their offices in a 
businesslike way; when one does get short—they 
are all bonded—our procedure is to call on the bond- 
ing company to pay the amount of the defalcation or 
other breach. If this is not done, the attorney gen- 
eral proceeds to collect the bond. Matters of crimi- 
nal prosecution are handled by the grand jury. 

MR. CARRUTHERS: We have provided something 
similar, a State Bureau of Inspection and Examina- 
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tion; we think this is a.step in the right direction. 


We believe it will result in more economic regula- - 


tien of expenditure. Ohio, New York, Massachu- 
setts, West Virginia and New Jersey are examples 
of that. 

MR. TREMAINE: Most of the States are taking 
it up now. . 

MR. O’BRIEN: There are 22 States in the Union 
having statutes bearing some relation to ours. 

PRESIDENT JOHNSON: On behalf of this con- 
vention, I want to present our sincere thanks and 
appreciation te Mr. O’Brien for this splendid ad- 
au. I know it has been much appreciated. 

I thank you, on behalf of this convention. (Ap- 
plause.) 

Evidently. the Comptroller’s office of the State of 
New York is run on hard-boiled business lines, and 
if that was dene more generally throughout the 
country I believe it would to a large extent elimi- 
nate a good deal of the criticism we have regarding 


the administration of the affairs of comptrollers and 
auditors. 


Transition to Civil Service 


MR. CONNER (Louisiana): I have a question in 
mind regarding the transition period necessary to 
pass thfough when changing from the “spoils” sys- 
tem in governmental offices, to the Civil Service 
system. 

We have no civil service law in Louisiana. I am 
wondering what the experience of other States has 
been with reference to this period, and how they took 
care of those holding office, minor positions in the 
government offices. 

MR. McCUSKER (Maryland): We have a civil 

service law, called the merit system. At the begin- 
ning all the employes were taken into the service 
without any examination; they did not have to 
qualify; it was taken for granted they were compe- 
tent because of their having filled the position. Of 
course any further acquisition of employes would 
have to come through the civil service. There are 
some few exceptions, such as appointments of courts, 
judges, board ef public works, but they are so very 
few, they probably don’t amount to 1 per cent of the 
total number of appointees in the State service. 
_ MR. JOHNSON (Colorado): When our civil serv- 
ice law went into effect, all employes holding State 
positions at that time were taken in under the civil 
servicé blanket—they hadn’t to pass the civil service; 
after that time, all employes were required to take 
the examination to be placed on the Civil Service 
list; they were taken from the list in order of ex- 
amination and percentage of qualification. 

MR. CARRUTHERS: I might add that is also 
the plan, very largely, in the Federal Civil Service. 

_ The law provided for a permanent bureau; a suffi- 
cient number of people were to be retained without 
regard to their civil service status; from that time 
on, it has been competitive and by examination. 


New York Author Speaks 


PRESIDENT JOHNSON: We are going to vary 
the program and permit you to forget your troubles, 
or some of them. 

_ Sometime ago I picked up a copy of a book en- 
titled “Pinnacles of Personality,” in which the 
author recounted his experiences and contacts with 
the soldiers and officers and crowned heads of 
Europe during the World War. 

I was so impressed with a great many of these 
stories and incidents that the next time I came to 
New York I sought him out and formed his ac- 
quaintance. 

I was of the opinion that the members of this con- 
vention would receive as much or more pleasure 
from hearing him personally recount some of the ex- 
periences as I had from reading this book. 

He kindly consented to entertain us this after- 
noon. I take great pleasure in presenting to you 
this afternoon Dr. Henry Clay Risner of the City of 
New York, who will address you on the subject of 
“America and Her Neighbors.” 

Dr. Risner addressed the convention. 


PRESIDENT JOHNSON: It is useless for me to 
say to you that this audience appreciated this won- 
derful address. We certainly thank you. 

I believe Mr. White has some proposition to make 
to the convention, Mr. White! 

MR. WHITE: A few of the fellows during the 
lunch hour were discussing the advisability of in- 
viting the Secretaries of State to became part of 
this organization. 

They are in session at Memphis. It was the idea 
of some of the fellows in this noon-time conference 
that it would enlarge this organization, cause more 
to become interested, and would be worth while to 
have the Secretaries as part of this organization. 


Joint Session With Secretaries of State 


We have the auditors, comptrollers and treasur- 
ers. The work of the auditors and comptrollers is 
largely the same; the work of the treasurers is, of 
course, different. I am personally not as old in this 
organization as some of you, but I can hardly see 
any reason why they should not become part of this 
organization, and in such case we could split up and 
have sectional meetings at our conventions. 

I am not making this as a motion, but simply 
suggest it for consideration. I feel some of you who 
are older in the organization and have had more ex- 





perience could advance ideas along this line. I 
bring it up for discussion. I think we should take 
some action and wire the Secretaries of State while 
they are in session. If we take any action we should 
take action tonight. 

MR. BEATTIE: That is a matter that the conven- 
tion has not had under discussion. While I don’t 
express myself in “favor, or against it, I think it 
would be a good idea to give the convention time to 
think it over, so if Mr. White would give notice that 
he propdsed to offer such a motion tomorrow, we 
could think it over and decide what action to take. 

MR. LEVITAN: We were togeiner in 1923. The 
Treasurers met in Asheville‘ N. C. 

I think the idea is wonderful. At the time when 
we organized the gasoline tax we wrote letters to 
all those in the various states having to do with it, 
pretty nearly half are state treasurers. The first 
meeting we had in Miami, Fla., we had them to- 


gether. 
PRESIDENT JOHNSON: How would it be to 
think of it until morning? 


Divisional Meetings Suggested 


MR. BLAN: I was formerly a member of the 
Secretary of States’ convention. I met with them 
in Miami and other places. That was after they 
had been meeting with you, after the division. They 
were of the opinion that they had problems of 
their own, and coming here and listening to our 
problems wouldn’t suffice in their program. 

I should think, if you could come together, it 
would give us a larger association, but we might 
have to rename our association; there are certain 
features in which all state officials would be inter- 
ested. We might have our opening programs as 
usual, and in the afternoons some special discus- 
sions, have divisional meetings, the treasurers in 
one, the auditors and comptrollers in another, and 
the Secretaries of State by themselves. 

You will find in half the States the auditors are 
examiners of accounts; in the other half they are 
comptrollers. In some they hold positions different 
from in other states. Mr. White is State Auditor 
in Mississippi, and he is Comptroller. Mr. Morrow 
is examiner of accounts, accountant in other words. 

If we could form a basis of union with meetings 
of sections in the afternoons in which each division 
could discuss its problems, relating to their work, 
it might be a fine thing. 

I think it was along that line that Mr. White sug- 
gested that we make the invitation to them to 
come in. 

PRESIDENT JOHNSON: I suggest that we think 
it over, and bring it up tomorrow. 

Mr. Tremaine will read some letters he has re- 
ceived. 


Governor Roosevelt Unable to Attend 

MR. TREMAINE: I have a letter from the Gov- 
ernor, as follows: 

“Mr. F, Stanley Griffin, 

Department of Audit and Control, 
Albany, N. Y. 

Dear Mr. Griffin: 

I wish very much that I might accept your 
kind invitation to attend one of the meetings of 
the convention of the National Association of State 
Auditors, Comptrollers and Treasurers which is to 
be held in New York City on November eighteenth, 
nineteenth and twentieth, but on November seven- 
teenth I shall be leaving for a vacation at Warm 
Springs, Georgia. 

May I extend to you and those who will be pres- 
ent at the convention my best wishes for a most 
successful meeting? 

Very sincerely yours, 
Franklin D. Roosevelt.” 
(Applause.) 

MR. TREMAINE: The Governor is very much 
interested in this sort of thing. While he needs 
the vacation, he has the most enormous capacity 
for work of anybody I have ever seen. He would 
be here if it were possible. 

I have a letter from Lieutenant-Governor Leh- 
man: 

“F, Stanley Griffin, 

Deputy State Comptroller, 
Department of Audit and Control, 
Albany, New York. 

Dear Mr. Griffin: 

I am in receipt of your letter of November 6th, 
inviting me to attend the National Convention of 
the National Association of State Auditors, Comp- 
trollers and Treasurers, to be held at Hotel Penn- 
sylvania, New York City, on November 18, 19, 
and 20. : 

I appreciate the invitation and wish I could be 
present. Unfortunately, however, I shall have to 
be in Albany on official business on the three days 
covered by the convention. The Governor will be 
out of the State. Z 

It is a source of regret that I eannot be with 
you, and I ask you to make my apologies and ex- 
planations to the Comptroller. 

Sincerely yours, 
Herbert H. Lehman.” 
(Applause.) 

Mr. Griffin made announcements regarding en- 
tertainment. ; . . 

PRESIDENT JOHNSON: We will adjourn until 
tomorrow morning at 10. promptly. 

The meeting adjourned at four forty-five o'clock. 





WEDNESDAY MORNING SESSION, NOY. 19, 1930 


The meeting convened at ten twenty-five o’clock, 
Mr. A. J. S. Shaw, Second Vice President of the 
Association, presiding. 

CHAIRMAN SHAW: Mr. Griffin has announce- 
ments to make regarding entertainment and reg- 
istration. 

Mr. Griffin made announcéments. 

CHAIRMAN SHAW: We are very fortunate this 
morning in having one of our former presidents on 
the program, the auditor of one of the greatest 
states in the Union. I take pleasure in presenting 
at this time Hon. Joseph T. Tracy, State Auditor 
of Ohio, who will speak on “Verification of Pay- 
rolls.” 

HON. JOSEPH T. TRACY: Mr. President, Ladies 
and Gentlemen: The State of Ohio employs from 
6,000 to 8,500 laborers in the maintenance of State 
highways. The total mileage in the State system 
today is 11,272 miles. The expense of reconstruc- 
tion, resurfacing, widening, elimination of grade 
crossings, straightening of curves, etc., etc., is borne 


‘ 


by the State. This expense is provided for by the 
gasoline tax, automobile license tags, and motor 
bus excise tax. The total revenues accruing to the 
State from such sources in the year 1929 were 
$26,903,764.08, of which $14,868,981.19 was, by 
law, set aside for the maintenance and repair of 
highways. The reconstruction, resurfacing, elimi- 
nation of grade crossings, etc., is performed by 
contracts let. at competitive bidding upon plans 
and specifications drawn by the department, The 
upkeep or maintenance and repair is carried on 
by the employment of laborers and the purchase 
of material through competitive bidding. 


Maintenance of State Highways 


The State Highway Department is under the 
direction of a member of the Governor’s Cabinet— 
a Director of Highways. He appoints assistants 
to head the various bureaus of the main office. The 
State system is divided into 12 districts of 8 
counties each, except Cuyahoga County, which con- 
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stitutes a district. Each division is in direct charge 
of a Division Engineer, and an Assistant Division 
Engineer, the latter having charge of maintenance. 
In each county within the division there is a Super- 
intendent of Maintenance. Under this superintend- 
ent there are a sufficient number of laborers in 
charge, or foremen, who fave charge of small gangs 
of laborers used in the maintenance of State roads. 
Superintendents and foremen are under civil service 
and are required to take an examination and are ap- 
pointed from an eligible list established by the Civil 
Service Commission. The laborers are not under 
civil service. Expenditures are made upon pay rolls 
submitted by the department to the Auditor of State 
for issuance of warrants on the State Treasury. 
Each foreman is supplied with a time book in 
which he records names and numbers of hours 
worked ty each laborer. “Daily Reports” are made 
out in duplicate by these foremen and are sent to 
the superintendent at the close of each day, or, on 
the following morning. The superintendent, or 
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foreman, checks these daily time reports amd works 
out the distribution of costs on the bottom of each 
one. He sends the original to the division office 
and keps the duplicate for his own files. 


Time Reports And Pay Rolls — 


Semi-monthly the superintendent in each county 
makes out time sheets for a half month for the men 
employed under each foreman in charge from the 
daily time reports on file in his office. These time 
sheets are made in duplicate listing the “men in 
proper order, under eact. foreman, and sent in to the 
division office, The division office, after making 
proper verification of the time sheets submitted from 
the original daily reports makes out a pay roll for 
the entire division, filed by counties, from the infor- 
mation in his office. ‘These pay rolls are sent to the 
Department of Highways at Columbus. They are 
approved and vouchered to the Auditor of the High- 
way Department; forwarded to the Civil Service 
Commission, and then presented to the Division of 
Accounts and Control under the Director of Finance 
for approval. The pay rolls then come to the Audi- 
tor of State, where they are checked by special 
auditors, and if found free from error and pronerly 
approved State warrants are issued in favor of the 
Division Engineer for the total of the pay rolls, 
which he is required to deposit in a local bank 
within the division where he has an account carried 
as “State of Ohio Division of Highways.” The 
Division Engineer thereupon issues individual 
checks for each employe on the pay roll for the 
amount appearing opposite his name. The check 
numbers are then placed on the pay roll opposite 
each man’s name. These checks are sent to the 
Superintendent of Maintenance who delivers same 
direct to the men entitled to some. These are en- 
dorsed by the laborers, and used as in commercial 
business, and finally reach the Auditor of State’s 
Department for filing. 


Control by Card Index System 


When employment is made the laborer is required 
to sign three cards, one to be filed with the Auditor 
of State, one with the Highway Office at Columbus, 
and one in the Division Office. The signature on the 
card must be identical with that used in the endorse- 
ment of checks. Another requirement is that every 
latorer keep acard on file with the Division Office and 
with the Auditor of State, giving his actual residence 
address, not his posto ‘ice address, where he may be 
found by traveling auditors without inquiry at the 
office. The traveling auditors may call at the resi- 
dence address and check up the pay roll as to the 
genuineness of individual names appearing thereon 
and ascertain the rate of wage and the amount due. 

The Auditor of State is required by law to check 
out every department at the time of change in 
office. As many changes occurred early in 1929 
traveling auditors of the Auditor of State took up 
the work of verifying the pay rolls in the divisions 
as changes were made. The concelled checks, person- 
nel cards, pay rolls and time slips were segregated 
into their respectiv2 divisions and counties and the 
checks further sorted as to individual names. It was 
in comparing the signatures on these checks that we 
discovered a different handwriting, and thereupon 
eight special investigators were appointed to go into 
the divisions, one to each county, and verify the 
genuineness of the endorsements as well ‘as to in- 
vestigate whether or not fictitious names anpeared 
on the pay rolls. We found that wholly fictitious 
names appeared thereon, and that persons were 
carried on the pay roll that were not capable of per- 
forming any service. 

The investigation was continued through the en- 
tire 12 districts, with the result that misappropria- 
tions of State funds were found to exist im 26 coun- 
ties with a total of $60,596.94, misappropriated. 
Up to date six persons have been convicted and sen- 
tenced to the Ohio Penitentiary. Four suicides 
have occurred. There were two convictions, with 
fines and suspended sentence; and one confessed 
to misappropriation of State funds. -We should 
state here that we have not lost a single prosecu- 
tion. 

It has been the purpose of the Department to com- 
mend as well as to condemn. The examiners were in- 
structed to say definitely in the reports on each 
county that the Highway Department’s affairs had 
been honestly @nducted in the event no default was 
found. The criticisms were made definitely also, so 
that no stigma would rest upon any innocent person. 

Another safeguarding measure taken has been 
to periodically—and without notice—have this office 
take charge of the checks issued by division officers, 
proceed to the county, and make actual payment, 
pay 10, 20 and 30 off each month, asking each in- 
dividual before delivery of the check how much he 
has due him. By this method we do not believe em- 
ployes in the division office would take a chance of 
being detected, not knowing which pay roll which 
they prepare would be handled by another depart- 
ment of government. We should say that no em- 
ploye connected with the main office at Columbus was 
im any way involved in any of the peculations. It 
has also been noted that immediately upon the field 
work of our examiners becoming known the pecula- 
tions have stopped. We are now making a second 
check and do not find any violations of law or mis- 
appropriation of funds. 


Fictitious Names Used on Pay Rolls 


In checking one of the northern divisions it was 
found that quite a number of fictitious mames were 
carried on the pay roll whom the superintendent 
tried to make the examiner believe were men who 
had come from West Virginia to cut brush. In- 
vestig: tion revealed that these men were carried on 
the pay roll for the months of December, January 
and February for which months the brush would be 
entirely covered with snow, 

_In a county in one of the eastern divisions ficti- 
tious names were carried on the pay roll, and the 
Superintendent tried to make the examier believe the 
men were miners and were working in the mine at 
Canfield, Ohio. The examiner requested the superin- 
tendent to go with him to the mine, which he did, 
and when they got to the mine the Superintendent 
confessed that he had padded the pay roll. 


In one case where one of the lady clerks in the 
division office was requested co mail certain time 
slips to the main oftice at Columbus by the Division 
Engineer in charge of the division, instead of de- 
Positing the envelope in the mail box, as requested, 
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it was evidently placed in. the waste basket to be 
burned. This led ‘os her conviction. (Applause.) 

MR, WHITE: May I ask a question? You have, 
of course, a central office where all this highway 
business is taken care of, covering several district 
or local offices. Do you make a detailed check of 
these local offices? 

MR. TRACY: We made the check when fhe 
change came. That has been six years. My pred- 
ecessor made one, somewhat eursory, he had two 
traveling auditors, they never got into this thing. 
They were depending on the accuracy of the fact of 
the pavroll. That is where the error was. The 
State Hiehway Department had two traveling audi- 
tors chéckine up. Their O. K. was accepted. You 
could depend on it, The dangerous crook is »tways 
vlayine safe, leaving nothing out to detect. We had 
sore deneerons crooks there, too. 

MR. WHITE: When you made the check of the 
local offices. how did you ascertain whether the 
services were being rendered there? 

MR. TRACY: I will tell you. The best citizens, 
including the Judge of the Court of Avpeals. a man 
who had the resnect of everybodv, Democrats and 
Rerublicans alike. everyone h-4 the utmost respect 
for him; we caught him for a little over $9,000, run- 
nine over a period of years. 

When we went in there. he fooled two men: we 
had three men on him. Just seme inklings drifted 
in, some irregularities. He confessed he had houceht 
and vaid for gravel bv entries on the payroll. We 
went into the books of the gravel comnany, no fraud 
there. but he saw his opportunity: I had a meeting 
with my three auditors. and put the enestion to 
them: they said it was all right. I said. “Look here, 
> know a great many neonle in that county. There 
are names on there T never heard of, out in the 
country.” I will say it was my home county. I had 
served there and new nearly everybody hrt it was 
just a suspicion: I had been awav twenty-eight years. 
Finally I picked twelve names ‘which were unusual 
in that locality. I studied the foremen; there were 
eight in the county. 


False Pay Roll Entries 


I said to my men. “You go back there and look at 
these twelve men. Describe them: ask them if these 
men worked for them. If th-v say, ‘Yes, he worked 
under me; I can tell you where he lives,’ accept 
them.” 

There was one I didn’t know. Thev vot these men 
together, and thev said, “No, he didn’t work under 
me he rever worked under me,” and so on. , 

Wren the matter broke. I had the highest bankers 
and business men in my home city come to me 

= BEATTIE: Who put the names on the pay- 
roll? 

MR. TRACY: A woman clerk, on the wav to the 
penitentiary now. She put the n-mes on. This man 
rot the checks and endorsed them. He had six 
thousand dollars in the building and loan; the rest 
had srent the monev. 

5 ee LEV'TAN: Isn’t the work on a competitive 
asis ? 

MR. TRACY: This was just the repairs, all the 
rest is on contract. 

_ae REDDAN: Was this in Wisconsin? (Laugh- 
ter. 

MR, TRACY: In Ohio. 

MR. SALTER: New Jersey has just passed 
through a series of investigations by the National 
Administration of something-or-other, as a result 
of which twenty-two bills were introduced in our 
Jevislature yesterday. This has severely upset con- 
ditions. In the eyes of men who run before the 
veople for election, and only look for re-election, 
cur thorehts on the matter don’t count. 

This is the picture I want to paint. to see how 
Chio would handle it. Our office receives. or for- 
merely received, pay rolls, approved by the heads of 
the various departments in order that they may pay 
*s the statute compels, twice a month, the 14th or 
the 28th or 29th as it would occur. 


Investigation in New Jersey 


Now it naturally followed that the heads of de- 
partments, in order to have the vay rolls made up, 
approved by them, forwarded to civil service, checked 
and approved, forwarded to the Auditor, approved 
and passed for payment before the 14th and the 
28th, must accent certain certificates before the serv- 
ices have actually been rendered. 

Then the investigators came along; we had vio- 
lated the law. 

MR. TRACY: The question is, Has the state lost 
any money? 
oe SALTER: No; that is the answer I gave 
them. 

MR.-FRACY: We do that; it is only for a few 
days; we have to write the checks; we have four 
check writers running all the time; we pay the same 
as you do, twice a month. They come in about the 
11th. We-begin on the regular pay roll first, we take 
the regular department staffs. We hold the checks 
in our office until the evening of the 13th. I saw 
your series of bills; I wish you would forward me 
a copy. 

MR. SALTER: There are, I understand, about 
forty of them. This is only the beginning. 


MR. TRACY: Let me tell you this: I don’t think 
these people who get their bread and butter by 
hoodwinking the people know anything about the 
difficulties of the office; they are theorists; they know 
nothing about the offices. 

_ Lhad eight, doctors—all doctors, of course—“This 
is Dr. so-and-so.” They had no more sense than to 
change our classification, our budgetary classifica- 
tion in April, the middle of the year, and asked me 
to adopt the change. By October this high-tension 
administration was going to do everything. It cost 
the state four million dollars more than the last 
year; we came in in October and kicked them out. 

I said, “They can kick all they like, but not in my 
office.” When the new Governor came in I went 
right back to what I have got now. 

MEMBER: By what authority was this change 
put in? 

MR. TRACY: This Department of Finance, a 
fifth wheel, and a disturber in the government. 

The reason we got along with them before was 
that they never functioned before; they drew sal- 
aries and quit. 

MR. SALTER: I said to the Senate Investigating 
Committee who said the State had been robbed. 
“While we may accept the pay rolls, with the Secre- 


tary of State saying the people have worked this 
time, we hold thern in the office until pay day.” 

‘What sort of system do you keep in your office, 
with respect to books and accounting with respect 
to receipts and disbursements? 


Six Hundred Expense Classifications 


MR. TRACY: We keep double entry, control ac- 
count. We have been able to tell the Governor what 
we have spent at any time. We have about six hun- 
dred classifications of expenses. This is the best 
thing we have in our State, is a Finance Board. The 
object of the appropriation bill being passed, it had 
only one purpose, to force economy by appropri- 
ating a restricted sum; the other way, it is an in- 
centive to spend. It gets right away from having 
a legislative appropriation. We have, and I will say 
the economy of our state has to a great extent been 
due to the fact that we can_pass a restricted sum, 
one that will bear down. 

Every office has an appropriation for replacement, 
or new equipment. There they have got to put a 
maximum unless there is somebody to give relief 
under certain contingencies; our Fimance Board is 
the Governor, the Chairman of the Finance Com- 
mittee of the House and of the Senate and the Au- 
ditor of the State. We do pass a limited sum; this 
new administration passed a lump sum. 

MR. SALTER: This so-called Reform Administra- 
tion put in a lump sum? So did ours. The same 
“gang, I guess. 

MR. TRACY: We are going back, and we are 
going to control. 

I believe the benefit comes through an administra- 
tion of evolution; I don’t think you should kick 
everything to galleywhack, Each one learns some- 
thing; take advantage of-it. 

CHAIRMAN SHAW: Are there any further ques- 
tions? 

MR. TOM WISDOM: Who is making the survey 
you spoke of, Mr. Salter? 


Proposed Legislation in New Jersey 


MR. SALTER: It is being made by a Mr. Buck, 
a corporation for non-pecuniary profit. That report 
was submitted by him; it-was over 400 pages. He 
reported to a special commission of the Legislature; 
They went over it, and threw it out, and hired a law- 
yer. He has written a report whieh has gone to the 
Legislature, from which there have been compiled 
22 to 40 bills to rip the government all apart. 

According to Mr. Tracy’s statement respecting ac- 
counting and auditing New Jersey’s system in the 
Comptroller’s Auditing Division is practically the 
same. 

Through our requisition system, which requires a 
requisition to be filed with the Comptroller and 
debited against the appropriation upon the creation 
of any obligation, the Comptroller of the Treasury 
has centralized control over all appropriations. 

No money is disbursed by any department of the 
State. All vouchers are audited, approved, checks 
drawn and paid through the Comptroller’s and 
Treasurer’s Departments. No lump sum appropri- 
ations are made and we have something like 140 
functioning institutions, departments, commissions, 
ete., whose appropriations are divided into approxi- 
mately 2,000 separate and distinct classifications. 


Criticism has been heaped upon New Jersey’s fi- 
nancial system without justification. The office of 
the Comptroller of the Treasury can give the exact 
financial status of the State at any hour of the day 
in so far as it is humanely possible for any indi- 
vidual or system to be aware of accounts payable, 
such as telephone, telegraph, expressage, traveling 
expenses and such.items of a miscellaneous nature. 

MR. TRACY: The previous Legislature at the sug- 
gestion of the Governor appointed a Chicago firm. 
We paid them $25,000, and when. the Legislature 
met they didn’t pass the bills introduceed. 

MR. SALTER: You got a bargain; it cos 
$108,00v. 

CHAIRMAN SHAW: Our time is short. 
call on Mr. Levitan to preside. 

Mr. Levitan assumed the chair. 


“CHAIRMAN~-LEVITAN: There comes once in a 
man’s life when he gets a kick out of life. You 
took me last night to an amusement place; I got 
a pretty fair little kick there. But it was nothing 
compared with the kick which you have conferred on 
me, as presiding officer, and to introduce a man. 
It takes me back to the days of.my youth. I hap- 
pened to begin my years in the State of Pennsyl- 
vania, not by choice, but economic conditions. I be- 
came a salesman and nobody understood my Eng- 
lish until I came to Pennsylvania. They understand 
it perfectly well. 

So Pennsylvania is the first place where a new 
world opened up. I met Wanamaker at a Republican 
Convention and-I told him the first dollar I ever 
made was in Pennsylvania. He asked me if I made 
it honestly. 

I can say a good deal of my elevation has been 
due to the people of Pennsylvania. I am going to 
introduce a gentleman who also originated in Penn- 
sylvania. 

He has had a wonderful career. . During the War 
he was a real honest to goodness General, ready to 
protect his country, which he did faithfully, He was 
the Auditor of the State of Pennsylvania, and at 
present is State Treasurer of that great State, also 
I understand Chairman of the State Republican 
Committee. 


Pennsylvania Treasurer Introduced 

The man I am going to introduce is General Ed- 
ward Martin, of Pennsylvania! (Applause.) He will 
talk to you on a most important subject. When 
you talk taxes you touch a nerve—taxation makes 
and unmakes officers. 

HON. EDWARD MARTIN: Ladies and Gentle- 
men, Mr. Chairman: It would impossible not to 
have appreciation of the introduction of the Chair- 
man. This is the only country in the world where 
the Jew, the Gentile and the Catholic, men of every 
political party, every faith, can get together in the 
same roon. and consider matters for the benefit of 
our great country. ‘ 

The reason is. the type of individual citizen we 
have in the United States. At present because oi 
the World depression there is much talk of the 
efforts of the two great political parties to assist 
the administration in power to do what they. can 
to get the United States.out of this depression; ic 
is an extraordinary situation. 

Before discussing the immediate subject assigned, 
let us for. a. moment consider taxation generally. In 
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a representative form of government tax measures 
are usually a compromise. Nearly every kind of 
industry observes, through organized effort, all tax 
legislation affetting. it. The desire is to pass the 
burden to some other class. Efforts along these 
lines have increased as taxes have become higher. 
The basic theory upon which any tax is levied or 
assessed, against certain property, is that the holder 
thereof receives certain benefits therefrom. There 
is more dissatisfaction over the methods used in 
raising funds to carry on the various functions of 
governme:.t- than from any other cause.. The ex- 
penditure of the money received from taxes is not 
as important as a just and equitable plan of levy- 
ing taxes. Improper expenditures may be corrected, 
but an unsound tax policy may bankrupt commercial 
enterprises before a slowly. acting legislative body 
may be able to pass remedial measures. The ex- 
penditure of public money is usually quite safely 
guarded by the various checks provided by law, and 
the general criticism against taxes as a rule, is not 
so much how they are expended, but how they are 
assessed and collected. 

If a system of taxation could be devised by which 
all the revenue derived from it would go to the bene- 
fit of the individuals making the payment, the plan 
would be ideal. This, of course, is practically im- 
possible. We have, therefore, raised muck revenue 
by the indirect method. A taxing system whereby 
the burden is equally distributed is also ideal and 
means the economic happiness of a State or locality. 

During the last 25 years governmental activities, 
local, State and Federal, have greatly increased. 
The raising of revenue for the operation of the 
various departments of our complex form of gov- 
ernment is by taxation and by the issuance of bonds. 
Taxes have ordinarily been used by well regulated 
localities for current expenses, payment of interest 
and the retirement of bonds, and the money derived 
from the sale of bonds has been used for capital 
investments or permanent improvements. 

Taxes have been raised by two distinct plans: 
The direct ‘and the indirect methods. 


Direct and Indirect Taxes 


The Federal Government, until the Amendment 
to the Constitution legalizing income taxes was ap- 
proved, depended almost entirely upon the indirect 
method. The principal sources of revenue by this 
plan have’ come from placing a duty on imported 
articles, collecting license fees, placing stamps on 
certain legal documents, etc. The indirect system 
of taxation is the most popular and, until the World 
War, was used almost entirely by the Federal Gov- 
ernment in raising revenue. The World War placed 
such demands upon the Federal Government that 
it has been impossible to rely entirely on this means. 
The income tax on individuals and corporations now 
represents the Federal Government’s largest single 
item of revenue, and constitutes almost one-half 
of the money required to operate the Federal Gov- 
ernment. 

The direct method is best illustrated by the tax 
on real estate and tangible persanal property. In- 
come taxes, some emergency taxes, and others may 
be placed under this list. A discussion of the theory 
of these various taxes would consume entirely too 
much time, and then our conclusion would be that 
the lawmaking bodies were assuming to levy a tax 
in a manner by which the taxpayer would be largely 
benefited. The taxpayer frequently, and many times 
correctly, states that the assumption is incorrect. 
The theory of some taxation is that through exemp- 
tions of certain things valuations for other tax pur- 
poses are increased. For example, the tax theory 
of Pennsylvania for many years has been that for 
State purposes no tax would ke imposed upon real 
estate or capital used in manufacturing. The rea- 
son for this is obvious. Individuals are encouraged 
to organize manufacturing concerns and to improve 
real estate, which increasés values for local pur- 
poses, It brings in people, which means more homes, 
and increased population means added value to all 
commercial enterprises, such as merccantile pursuits, 
transportation, ete. 

Another method, as already ‘stated, by which 
money is raised for public improvement is by the 
issuing of bonds. This plan spreads the responsi- 
bility of payment over a long period of years. It 
is becoming a very popular method of refinancing, 
not only public affairs but industrial projects. The 
plan of extending payments over the future was 
first inaugurated by Albert Gallatin, Secretary of 
the Treasury, in 1807. Preceding that time, even 
wars were paid for while they were being fought. 
We certainly would be in much better shape now if 
it had been practicable to use this same method of 
financing dyring the World War. 


Increase in Bonded Indebtedness 

The rapidity with which bonded indebtedness has 
increased in our States should be for a‘ moment 
considered, as it has a very important bearing upon 
this subject, since revenue must be raised to‘ take 
care of the added cost of government. 

In 1915 the total outstanding bonded indebted- 
ness of all the States in the Union was $580,408,081 
ov$5.90 per capita. In 1923 the total outstanding 
bonded indebtedness of all the States of the Union 
had been. increased to $1,419,489,322 or $12.95 per 
capita. The outstanding bond issues for State pur- 
poses now amount to more than $2,000,000,000 or 
about $17 per capita. The foregoing figures are 
staggering especially when you remember that they 
refer only to States and do not include counties, 
cities, boroughs, townships or districts. The inter- 
est charges alone are greater than the entire cost 
of government. during the days of our fathers. In 
addition to the States, townships, counties, boroughs 
_and cities are incurring large obligations for the 
purpose of permanent improvements. 

While the burden of taxation may be spread over 
a long period by the issuance of bonds and thereby 
passing a part of the obligation to future genera- 
tions, yet it does mean heavy taxes and is a problem 
which must have the earnest consideration of our 
economists. The tendency to increase taxation of 
all kinds has grown in every part of the country. 
In fact, the only place where expenditures have been 
decreased is in the Federal Government. We cannot 
complain of heavy taxes as long as we approve 
such vast expenditures. We must not criticise the 
Federal Government for heavy taxes unless we start 
to lower local expenses. 

Starting with the war period, which means the 
beginning of the War in Europe in 1914, all. kinds 
of taxes, local, State and Federal, have continually 


increased, except Federal Taxes which started to 
decrease with 1921. Local taxation per capita has 
inereased from $12.63 in 1913 to $36.94 in 1927. 
State taxation per capita has increased from $3.18 
in 1913 to $11.45 in 1927. Federal taxation per 
capita has increased from $6.92 in 1913 to $28.13 in 
1927. 
Per Capita Tax Burden 


The per capita Federal Tax burden was in 1921, 
$45.23; 1922, $31.73; 1923, $27.15; 1924, $28,08; 1925, 
$25.71; 1926, $27.38; and in 1927, $28.13. 

The reason for the great increase of local and 
State taxes comes with the desire for better roads, 
more efficient schools, and the multiple aids to 
health and sanitation including ‘modern hospitals. 
In Pennsylvania 85 cents out of each dollar of 
taxes collected goes for these three purposes. A 
study of the expenditures in the other States of the 
Union indicates approximately the same proportion. 
From 34 States during the last available fiscal year 
almost $400,000,000 were spent for education; al- 
most $600,000,000 from 33 States for highways, and 
more than $150,000,000 in 31 States for welfare. 

The pay-as-you-go plan has long been advocated 
and has been put in force by some States and some 
subdivisions of States. It seems to be the wise plan. 
For example, $1,000,000 30-year serial bond issue 
at a rate of 4 per cent costs the taxpayer $1,640,000 
for the improvements. Improvements in the same 
category as road construction in many cases have 
been worn out and the bonds still remain unliqui- 
dated. For example, in Pennsylvania bonds issued 
for construction of canals could not be paid until 
1909 which was half a tentury after the canal had 
gone out of existence as a general means of trans- 
portation. A substantiaF citizen. does not want to 
leave a mortgaged inheritance. The same efficient 
business method should be put into public affairs. 


The Pay-As-You-Go Plan 


The total amount of taxes collected by the various 
States for State purposes aggregates more than 
$2,000,000,000 per annum. Eight States have col- 
lected a total of about $80,000,000 from Income Taxes. 
Twenty-six States have collected a little more than 
$120,000,000 from Inheritance Tax purposes. In- 
heritance Taxes have been decreased by the reci- 
procity agreement entered into by 37 States of the 
Union. This provision, however, is equitable and 
fair and has removed considerable of the criticism 
against this form of taxation. It does seem, how- 
ever, that in the case of direct inheritances this form 
of taxation should be removed as early as possible, 
The Federal Government should retire from this 
method of taxation. Twenty-five States have col- 
lected over $300,000,000 from General Property. Tax. 

There is now a school advocating consolidation in 
government in order to lessen the tax burden. This 
school follows the plan of big business. where con- 
solidations are effected in order to reduce overhead. 
It would do away with many: subdivisions of gov- 
ernment. Some have advocated the atolition of 
townships and boroughs and small cities. Some have 
advocated the abolition of the county unit of govern- 
ment. Some have even gone to the extent of ad- 
vocating a greater central government which would 
remove much of the activities now carried on by the 
various States. In the framing of the Constitution 
of the United States this question was extensively 
discussed. One group advocated a strong National 
Government and the other wanted to give more to 
the States. The present plan is a development but 
originally it was a compromise. Our forefathers 
believed that matters relating to national defense, 
waterways and other expensive developments should 
belong to the Federal Government and matters re- 
lating to the welfare of the individual citizen should 
belong to the States. Our forefathers wanted local 
supervisioa as fat as possible, and for this reason 
we have States, counties, townships and districts. 
The American form of government attempts to 
promote individual initiative. This may be expen- 
sive but it gives us the finest type of citizen in the 
world. Ai the present time, from a financial stand- 
point, the whole world is in a chaotie condition. 
There is civil war in practically every South Amer- 
iean Republic, and revolution has extended to many 
countries of Asia. The American high standard of 
citizenship has helped. Our people do not stampede. 
The prediction of the Revolutionary days that every 
American citizen would be his own sovereign has 
been fulfilled and this is largely because we really 
govern ourselves. 


Consolidation of Units of Gevernment 


The retention of small subdivisions helps local 
pride and keeps up traditions. The American pride 
in domicile has been most helpful. Citizens of this 
great City of New York are proud that they come 
from some remote subdivision of our country. A 
soldier is proud that he has belonged to a certain 
unit of the American Army. 

Efficiency in our Government can be developed to 
a point where it may jeopardize our fondest heritage, 
our own American form of government. 

Taxes on natural resources and severance taxes 
must have careful consideration of the taxing au- 
thorities. Business men must be encouraged to pre- 
serve natural resources for future generations. | Some 
figures relative to the ratio of production in the 
United States to the entire wor.d are of interest. 
We produce 42 per cent of the coal of the world; 
87 per cent of the iron ore; 10 per cent of the gold; 
24 per cent of the silver; 55 per cent of the cotton; 
79 per cent of the motor cars; 46 per cent of the 
electric current; and 35 per cent of the world’s de- 
veloped water power. 

The greatest of care must be considered in the 
valuation of various types of property for taxation 
and the levy thereon. It is often the tendency to 
tax a type of property where it is easy to make 
the collection. For example, real property has been 
the most general subject of taxation because it is 
impossible for the taxable to remove or ‘hide that 
class of property. Banks have been heavily taxed 
because it is felt that they have made good returns 
and that they pay promptly. Many of our large 
corporations are heavily taxed because of the di- 
versity of their holdings. 

Taxation. will continue to be heavy but our gov- 
ernmental economics must exercise the greatest care 
that all classes of property are equitably taxed. 
Our people are progressive. Methods of transporta- 
tion are constantly improving. Governmental serv- 
ice will continue to improve. This all requires 


money, but if it is equitably raised and honestly ex- 
pended the people will be satisfied. (Applause.) 

CHAIRMAN LEVITAN: Mr. President, I.wish to 
thank you for the high honor conferred upon me. 

I can see you are following in the footsteps of 

that great American, Washington, equal opportu- 
nity for all. 
- I want to say. also, that I think the speaker made 
a fine address. He touched a chord in me. If he had 
continued, if would not have been very long before 
he would have seen tears running down my cheeks. 
He spoke the truth; it is true,.my only son foucht 
for his country, my only daug¢hter was with the Red 
Cross, but I am proud; they did noble work. 


Opportunity Here for Poor Man 


No other country gives a poor man the opvortu- 
nitv that this country does. This is the country to 
fight for; to die for it would be an honor. 

The gates of liberty have opened to those com- 
ing to this country; if they are dissatisfied, tell 
them to go back where thev came from. 

I wish to thank General Martin, and I would be 
vlad if he should hecome the head of the great 
Revublican Party of the United States. or even 
of the Commonwealth of Pennsylvania. (Applause 
and lauchter.) . 

President Ichn-an resumed the chair. 

PRESIDENT JOHNSON: We are mighty vroud 
of the two splendid addresses we have herd this 
mornin; thev have been verv, very instructive, and 
we could well devote the entire day to their further 
discussion, but we have not the time to do that, of 
course. , 

The next tonic is also a verv imnortant one, “The 
University in the Administration of the State.” 

The sneaker who is goine to discuss this subject is 
well qualified to do-so. He is not a stranger to the 
reople of New York City: he was 12 veare Deon of 
the Washineton Sauare College of the New York 
University, but ovr veople in West Virginia don’t 
held that against him. 

We finally induced him to resign h‘s vosition here 
in New York City as the Dean of this college and 
accept the position of President of the West Vir- 
ginia Universitv. He is a native born West Vir- 
zinian. Down there in my home State we are very, 
very pround of him. 


The University in State Administration 


During the few short vears he has had charge of 
the State University he has made wonderful prog- 
ress in developing that school and we are looking for- 
ward to the future developmen’ of that university 
and firmly believe that in a few years it will be 
noted as one of the greatest universities of the 
South. 

The speaker has some advanced ideas reearding 
the services a State university should render the 
people of .the State, and I take great pleasure in 


_ presenting at this time to this convention Dr. John 


R. Turner, President of West Virginia University. 
(Applause.) 

DR, JOHN R. TURNER: Those were very kind re- 
marks of your president. We affectionately call him 
“Pistol Bill” Johnson. He is the man the last 
speaker might well have referred to as having come 
up through the ranks. In Fayette County he en- 
forced the law and order when a young man, worked 
himself into the confidence of the State, and has 
been our State Treasurer for the past 16 years, and 
we trust will be for many, many years to come. 

A newspaper reporter, one of those inquisitive 
gentlemen, put this novel but thoughtful question 
to the Secretary of the Treasury, Andrew Mellon: 
“If good fortune might permit you “to live your 
eventful life over again, and should you have a choice 
of any period of the world’s history in which to spend 
that life, what period would you choose?” 

Had he questioned Mr. Mellon on finance, or on 
the wisdom of a European loan, our honored Secre- 
tary of the Treasury, rich in experience, could have 
made a prompt reply. But when asked to choose 
among the brilliant ages of history the period he 
should prefer in which to invest a life’s career, very 
naturally Mr. Mellon pondered. 

He contemplated, I doubt not, that brilliant period 
known to history as the Age of Pericles. Its splendid 
culture has found manifold expression. It.has been 
painted on canvas, chiseled in stone, shown in archi- 
tecture, pronounced in oratory, set to music and re- 
corded in a literature which is the nearest approach 
to human perfection. Only recently a_ tragedy 
written in that period by the old master Euripides 
was translated and played in New Haven. At a cer- 
tain scene in the tragedy, the audience burst’ into 
tears. What was that American audience, 25 centu- 
ries later, crying about? The old master, accustomed 
to think in terms of the eternal verities, had touched 
a sympathetic chord which rang true throughout the 
centuries to unchanging human nature. 

Despite the accomplishments of that or any 
former age, Mr. Mellon thoughtfully remarked, in 
substance, as follows: “Had I another life to live, I 
would spend it not in Greece, but in America, and in 
no veriod of the past but in the age 'we now enjoy.” 

All that every age has accomplished are matters 
of record, housed and made accessible to all on our 
depositories of learning. Having the accomplish- 
ments of the past, enriched by the marvelous achieve- 
ments of this century, we are living in the greatest 
age of the world’s history. 


Scientifie Research in Industry 


Research in science, pure and applied, has given 
us machinery to crush stone with the force of light- 
ning and handle gauzy fabric more delicately than 
the human hand; it has caused the communication 
of thought by wire and wireless to afford an atten- 
tive audience in Shanghai the spoken words of our 
President in Washington; it has introduced the power 
loom by which thread, under the eye of a girl, is 
woven into cloth more rapidly than by the toil of 
150 hand weavers; it has installed great turbines to 
gather up the waste power of streams for con- 
version into a thousand arts of production; it has 
built immense trunklines of electrieal energy which, 
in obedience to human will and for the gratification 
of human desires, exercise a power greater than all 
the power of man and beast combined a century ago. 
These, and a thousand improvements which they 
only suggest, have introduced complex problems into 
our society, our industries and our governments. 
Essential to this situation are strong universities 
with research facilities appropriate to every need. 

These great changes are not limited to the labora- 
tory and factory. Science bestows its affections no 
longer upon cap and gown alone; it has grown com- 
panionable with overalls, as well. Its agencies of 
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applied science have gone upon the farm, into the 
homes and have pervaded the halls of government. 
Government has become no longer a matter for the 
clerks, after the doctors have agreed upon the prin- 
ciples. Specialists have taken over the various de- 
partments of government until the personnel of the 
statehouse resembles that of a great institution of 
learning. ; 

The prestige of government in all of its depart- 
ments will reside in its ability-to serve the State and 
serve it well, and not as it was but as it is. To 
illustrate: Under the more stable conditions of 
former times, the courts exercised a prestige which 
many persons fear is subject to decline. The judges 
possessed the timely knowledge to apply sound so- 
cial and economic principles to difficult questions in 
a non-partisan version and in an absolutely clear 
light. Thir power was not based alone upon the au- 
thority given them by legislatures, but upon their 
ability to analyze preblems into their fundamental 
elements and to render a reasoned judgment based 
on the facts. But today, in an increasing number of 
technical cases, the judges, trained in the law, are 
but Alices in this new Wonderland of Science. 


Government Commissions As 
Investigators 


Democracy has faced this issue squarely, and to 
meet the deficiency of technical knowledge in all 
branches of government, it has often resorted to spe- 
cial commissions for impartial investigations. Stu- 
dents of public affairs, like Arthur T, Hadley of 
Yale, point to the old Massachusettts Railway Com- 
mission as a model of excellence: When the rail- 
roads of that State were enjoying a lusty career, ren- 
dering an arbitrary service to a discontented people, 
the Legislature was put to it to handle the situation. 
The commission created was, first of all, composed 
of a body of able, non-partisan, careful students. 
They brought to their task the public confidence that 
becomes strong men, and the trained faculties to 
analyze problems into their primary elements. That 
commission was given no power to adjust rates, nor 
even the power to make recommendations. Its sole 
authority resided in its warrant to investigate and 
report. Its findings were accepted by impartial men 
on both sides. It became a conspicuous example of 
government by influence, in the proper sense of that 
term. So sound were its findings that it was a reflec- 
tion upon an ill-informed legislator to dispute or 
even to question its findings. “It is true,” as Dr. 
Hadley states, “though it sounds paradoxical, that 


‘the power of a commission is lessened by increasing 


its power. It deals with public and controversial 
matters where it is absolutely essential that its rea- 
son should command the assent of clear-headed men 
on both sides. When it ceases to rely upon its rea- 
son and falls back upon its authority, it loses the 
educational power which is the source of its domi- 
nant influence.” It became, therefore, the reform 
instrument of government that kept constantly 
abreast of the facts, to adjust such perplexities as 
public utility regulation, minimum wages, industrial 
accidents, and public personnel questions to the ever- 
quickening tempo of social life. 

When I was Chief Economist and Chairman of the 
Advisory Board of the United States Tariff Com- 
mission, in 1923-1924, that body was split in twain 
upon the matter of policy. Three of the members 
of that Commission wished to perform the functions 
delegated by the Constitution to the Congress: They 
wished to make rates. Their opponents adhered to 
the sound principle that it was no part of the Com- 
mission’s work to determine policies, that it had no 
power whatsoever over rate making, and that it had 
no business to exist save as a source of acurate, de- 
pendable information for the President in carrying 
out the defined purpose of the Congress in the Tariff 
Act of 1922. I shared that view, and I have carried 
it with me as a university administrator. 


Single Federal Research Agency 
Predicted 


The time is approaching when the varied scattered 
and conflicting commissions at Washington, with all 
the inconsistencies and duplications involved, will be 
converted into a single great research agency in the 
Federal Government. Great corporations like the 
American Telephone and Telegraph, the General 
Electric Company, the Edison Electric Company, 
with their enormous budgets and far-flung opera- 
tions, find scattered research facilities inexpedient 
and unworkable. Under able direction they concen- 
trate, in happy proportions, their men, money and 
equipment into a single research unit. This, you will 
observe, Sears close’resemblance to the organization 
of an institution of higher learning, and here the 
American State, like vast industries, posses:es a 
great advantage over the Federal Government—it 
has the State university. This institution, common 
to our several commonwealths, is the property of 
the people, and is, therefore, in closer touch with 
the public interest than any private institution can 
be. It is the intellectual home provided by the State 
for research scholars; it is equipped with a great 
library which assembles from every age and nation 
source materials that bear upon every aspect of 
. 2blic life. It houses the museums, laboratories and 
experiment stations ever accessible to the needs of 
the State. It is owned by the people and supplied 
from the common funds, and should be to the inter- 
ests of the State what a laboratory is to a great cor- 
poration, Its’services are three-fold: To train the 
youth, to discover new and greater truths, and to 
foster the varied interests of the commonwealth it 
represents, Rightly conceived, it is the State’s great 
research agency to which the industries, the profes- 
sions and the public departments may confidently 
look for scientific information. The facts with which 
it deals are unprejudiced and non-partisan, so that 
it should hold itself aloof from factions and party 
politics. It should not assume to sit in judgment 
on human conduct, or to question human motives. 
It should court no favors and make no alignments, 
for its dominant influence requires that its scientific 
integrity be held absolutely above reproach. It 
should deal with facts and principles, but never with 
prescriptions and opinions. 

_ To illustrate: Should a gentleman of peculiar no- 
tions, holding a small vial in his hand, enter the door 
of the university to inquire whether he should drink 
the contents of the bottle, the university would an- 
swer, “Sir, we observe that your v’ 1 contains prus- 
sic acid, The effect of prussic acid upon the human 
stomach is thus and so. In consequence, the effect 
of drinking the contents of this vial will be your 
death in so many minutes. As to ~hether you should 
or should not drink it, our university, as a scientific 


institution, has no advice to offer. It has given you 
the inte” Deal with them /as you will. 


Universities Deal With Facts 


roper scope of the university is to trace ef- 
tetee bak 86 their causes and project causes for- 
ward to their effects. Its faculty should work con- 
jointly with the appropriate State departments and 
its professors should have a place on important com- 
missions. While it should in no way trespass upon 
the functions of government and should let legisla- 
tive policies asolutely alone, it can and should fur- 
nish the basis of fact for sound legislation. Any man 
who objects to such aid puts himself _in the awkward 
position of one who objects to having problems of 
state made the subject of impartial study and re- 
port. By some it will be regarded as a counsel of 
perfection, yet in certain of the European countries, 
as also in certain of our States, the problems of gov- 
ernment are carried directly into the laboratories, 
the government research bureaus, and other agen- 
cies of the university. In matters of taxation, public 
utilities, conservation, health, engineering, legal and 
other problems, joint commissions between State 
universities and certain State governments are do- 
ing commendable work. This is an immense aid to 
wise legislation; it is vitalizing to the university; 
and it combines economy with efficiency in, the most 
effective use of the State’s educational resources. 

I know of one bureau of government research that 
has recently published six bulletins dealing with the 
facts of accounting, reporting, corrupt practice legis- 
lation, primaries and public utility administration 
tied into the life of that State. A short time ago a 
great western university coperated with the State 
budget officer in an extengive reorganization pro- 
gram of the public administrative services. Still 
another commonwealth places the editing of its year- 
book in a legislative reference bureau under the board 
of regents of its university. One of our largest 
middle western institutions is at present loaning 
members of its staff to make a survey of public 
pezs nnel conditions in the leading city of that State. 
An important eastern university has established a 
bureau for industrial surveys that furnishes upon re- 
quest a complete picture of local industrial condi- 
tions and possibilities. Law schools are constantly 
aiding State officers in code revisions, agricultural 
colleges in fertilizer work, pure seed testing and the 
contrcl of stock disease. In my own commonwealth 
important experiments in close ~ cooperation with 
State officials are now under way to determine the 
spray residue on apples, and last year more was 
saved in a single application of scientific research 
in a period of four days’ duration than it cost to 
run the university for a year. Health services are 
in constant touch with State and local health officers 
and in West Virginia we have had such unusual re- 
quests as blood analyses in homicide cases for the 
State police. Our chemistry department cooperates 
in water analysis, our geologists in State geological 
surveys and our School of Education with the State 
Department of Education in the matter of secondary 
school stanéards throughout the commonwealth. 
There is not a college of the university that is not 
constantly in touch with current problems of living 
together that form the basis of the modern adminis- 
trative struc‘ure. More and more the industries, 
the professions and divisions of State within = 
Virginia are coming to appreciate the meaning an 
benefit of a true State university, and in consequence 
are calling upon it for assistance as freely as they 
call upon their hired attorneys and paid physicians. 
The problem now is to generalize this attitude. 


The Function of the University 


i he State university points its teaching, re- 
canal service programs particularly to the in- 
terests of the State, it is not for that reason a 
stricted in its scope of thought or mange of —— . 
Truth is not limited to a time or place, and a _— 
university assembles eagerly the knowledge 0 : . 
past to apply it to the present, and makes con a 
with every source of knowledge the world oe 
for the benefit of the State it serves. Whether the 
problem related to farm or household economics, 
tuberculosis in cows or human beings, public utility 
rates or teaching methods, highway engineering o1 
business salesmanship—whatever it might be, about 
which people need expert information, it is the — 
versity’s function to meet that need. In short, } 
university aims to become the instrument of the 
State in its upbuilding, industrial, intellectual and 

iri 1.” . . 
wr A little while ago a friend and I were riding, at 
some 50 miles an hour, in an automobile from New 
York to Washington. My friend remarked: Through 
this beautiful countryside where today steel trains 
thunder and aeroplanes and motor buses roar a 
touch of twentieth century speed, 150 years ago it 
took George Washington a trip of seven days’ dura- 
tion over muddy roads from Mount Vernon to Nepal 
York to take the oath of office as the first President 
of the United States.” With all deference to the 
Father of his Country, had our people, during ered 
150 years, continued to think the same thoug - 
and tread in the footsteps of Washington, it wou 
still be a trip of seven days’ duration, over ee 
roads, from Mount Vernon to New York. We cou 
not encamp where he quit; there is no place to en- 
camp along the unending highway of progress. : 

The results of scientific research are finding daily 
application in the lives of the _people. Fifteen 
hundred great business corporations in America 
recognize that the secret of progress lies in the dis- 
covery and application of new principles. They have, 
in consequence, established research laboratories 
upon which multiplied millions are expended an- 
nually, and these they reckon among their most 
profitable investments. 


Research in Industry 


in the industries, so also in our State govern- 
ane it is the price of progress that each genera- 
tion shall do its own thinking in application to its 
own problems. This truth affords the State uni- 
versity. one of its chief functions. Research facili- 
ties are denied the average man and the small in- 
dustries. They cannot, therefore, compete with the 
giant corporations. In like manner the departments 
of State must iook, as must the common people, to 
the State university as their dependable research 
agent. Here they will find the motivating force for 

eir forward advance. ; 

this is a scientific age. The States of our Union 
will retrograde, stand still or advance in proportion, 
not to their supply of native talent and raw ma- 
terials, but‘in proportion to the advance they make 


in the application of science to government and in- 
dustry. Great achievements come not from the 
countries best supplied with natural resources, but 
from those best equipped for the application of 
science. Leadership in the recent past has come 
not from countries rich in natural wealth, like 
Mexico, but from the scientific laboratories of Ger- 
many; not from Brazil, but from the workshops of 
England; and not from certain of our commonwealths 
of vast potential resources, but from States like 
scientific Massachusetts. 

A university which has found itself by rightly ex- 
tending its influence into the life of the State be- 
comes its foremost developmental agency. Isolated 
from these interests, it is but another institution of 
learning. On the other hand, natural resources, 
those raw materials of industry which abound in the 
States of the Union, are of little avail apart from 
the creative power of science. Natural resources 
and science are like two charged wires. When sepa- 
rated, each is powerless to function, but united, 
each liberates and makes active the creative power 
of the other. It is now appreciated in govern- 
ment, as in the professions and industry, that re- 
search scholarship has the magic to convert waste 
into gold. 

At the close of the War, a manufacturer of smoke- 
less powder had 62,000 tons ready for shipment. He 
received the news that the War was over. Yester- 
day he was a millionaire, today a pauper. Being 
progressively minded, however, he went to a research 
chemist, the product of a great university, and asked 
whether this waste material might be converted into 
a commercial product. Scholarship solved his prob- 
lem. The powder was converted into the finest qual- 
ity of lacquer paint. Soon thereafter it glistened on 
thousands of automobiles up and down the highways 
of the country. This waste material had made its 
owner a wealthier man than before. The magic of 
science turned waste into gold. 


State Officials Have Great 
Responsibilities 

How long treasurers, auditors and comptrollers 
have been in the public service I am not informed. 
Frequent mention is made of them under those titles 
in the records of the thirteenth century. In recent 
years, by reason of the growth and complexity of 
government, by reason of the large sums involved, 
by reason of having been compelled to shoulder 
heavy responsibility and to handle problems of far- 
reaching importance in the public interest, they have 
assumed a new position. The treasurer is no longer 
a@ mere receiver and disburser of public funds; the 
auditor is no longer a mere accountant; the comp- 
troller—although speak it gently—no longer looks 
narrowly to the written letter of the law. But direc- 
tion, judgment and policy have added to such an ex- 
tent that financial officers have become great in- 
struments of social adjustment rather than mere 
custodian: and watchdogs of the exchequer. The 
time is past when rule of thumb procedure will suf- 
fice in the conduct of their affairs. Whatever may 
be the practice in other States, in my own common- 
wealth they sit in council with the other appropriate 
authorities and have their full share in the counsels, 
and also their vote in the construction of the budget. 
Our people expect of them and have a right to ex- 
pect of-them the highest measure of intelligence 
in the handling of these vast responsibilities. 

I learn from Old Testament literature, as also 
from papyri dug from the sands of ancient Egypt, 
that the securing of revenue has always been, as it 
is‘today, a controversial problem. The shifting and 
incidence of taxes, the interests they promote and 
kill, even at times almost to the paralyzing of the 
great institution of private property, these are not 
more important, if indeed so consequential, as are 
the purposes for which “the revenue shall be ex- 
pended. You are required to make proper appraisals 
as to the ends which the revenue will serve. Many 
and varied interests within the State government 
and among the citizens would have their hands in 
the treasurer’s pocket. Among them are claimants 
who would make the worse appear the better-reason. 
As before the court the eloquence of the attorney is 
the first dependence of the State and the last hope 
of the accused, or as the innocent are at times pun- 
ished and the guilty set free according to the skill of 
the pleader, so also the budget commission must be 
supplied with an accurate fund of scientific. unbiased 
information on revenue, expenditure and debt that 
it may judge aright and bring to the legislature 


a well-balanced program for the disposition of the 
State’s funds. 


State Should Use University 


The officers of the State government, charged with 
the weight of responsibility they have assumed, may 
abuse their positions by acting in the dark, by deny- 
ing themselves the research aid placed at their dis- 
posal by a strong State university. For the State 
to neglect the opportunities from such a source ‘of 
information would be-as though the Standard Oil 
or the United States Steel should deny themselves 
the services of their expensively equipped and ably 
manned laboratories. 


State universities, in short, are to our State gov- 
ernments what their scientific organs are to the 
operations of vast industries. Whether recognized 
or not, the university is in fact a fourth branch, 
the development branch, of the State government. 
It stands to the conduct of the State like the old 
Railway Commission of Massachusetts, a research 
agency, powerful in its influence and yet with no au- 
thority save to investigate and report. 

State administrations come and go, but, like the 
proverbial stream, the State itself goes on forever. 
Here is an institution, the State university, that is 
non-partisan and scientific, and as continuous as 
the State itself. It has no interest in politicians 
as office-seekers, nor does it aspire to political pre- 
ferment in any form. Its influence before the Legis- 
lature inheres in its service to the State, and it may 
be said of the university what Bagehot said of the 
English Crown, “It is in a position to consult, en- 
courge ar.d to warn.” 

His Majesty might, indeed, speak quite bluntly to 
a stubborn minister: “The responsibility for these 
measures is upon you. Whatever you think best 
may be done. Whatever you think best will have 
my full and effectual support. But you will observe 
for this reason and for that reason what you propose 
is bad; for this reason and for that reason what you 
do not propose is better. I do not opose; it is my 
duty not to oppose; but observe that I warn.” Thus 
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he may not. always turn the course, but “he will 
always trouble the mind.” (Applause.) 

MR. LEVITAN: - Could I ask a question? Would 
you be kind enough té tell us how men get rich on 
scientific ideas?) What kind of science you have to 
use to get rich? 

DR. TURNER: The productive enterprises are 
based on scientific principles. 

Edison never got rich off the things he did; but 
a good proportion of the world’s wealth came of 
taking those principles and applying them to the 
work of life. 

In your own state of Wisconsin the work of the 
University in ‘applying the principles to the dairy 
industry alone is paying more than the cost of the 
University. 

MR. LEVITAN: According to your ideas there is 
only a chance for a man to get rich if he goes to 
school—the man going through the school of hard 
knocks has no chance. 

DR. TURNER: Charles Schwab was one of the 
speakers at a recent meeting. He said “The only 
solution I can see to the unemployment situation in 
this country is research scholarships, to set in mo- 
tion the wheels of progress everywhere.” 

MR. WHITE: Sol and I both have the unhappy 
faculty of raising a point. I appreciate the Presi- 
dent putting the head of one of these institutions on 
our program. When we look over the situation as 
we all do in our various states, we find more than 
50 per cent of all moneys appropriated in any State 
goes into the schools and colleges. 


Expenditures for Education 


We have a perfect right, and I am sure we are 
getting some of these things from some of these in- 
stitutions, but theoretically speaking, it is fine to 
point out these things to demonstrate them before 


this audience, what is and what.can be done through 
the colleges and when I reflect any criticism, if I 
should, I am reflecting it on myself. 

It seems to me from the standpoint of practical 
business sense we are not getting the returns, and I 
want to say this to him, because I think he can dis- 
seminate such information as well bring the men in 
the colleges and schools of Mississippi to make these 
matters practical. : ee oe 

They talk about the things that the average tax- 
payer doesn’t know about. He wants to know Some- 
thing about what he is putting his money into. It 
seems to me if the people who represent the colleges 
and universities would develop some kind of school 
where you could teaeh practical things, things the 
farmer needs to know, the housewife, that will teach 
them something, not having the opportunities to 
go to college, to live a little easier, or share in the 
luxuries of life that the people in the universities 
receive. 

More money is being appropriated to the schools 
than to any other channel we have. 

MR. REDDAN: I propose a rising vote of thanks 
to Dr. Turner. 

All arose and applauded: 


Committees Named 


PRESIDENT JOHNSON: I want to announce the 
Committees: 
Committee on Nominations 
Mrs. Berta E. Baker, North Dakota. 
E. C. Lawson, West Virginia. 
F. Stanley Griffin, New York. 
J. O. McCusker, Maryland. 
Tom Wisdom, Georgia. 
Committee on Resolutions 


wae Joseph T. Tracy, Chairman, State Auditor, 
}ni0. 


Hon. Charles A. Waters, Auditor General, Penn- 
sylvania. 


Charles W. Hinton, State Treasurer, Washington. 

Hon. Julius A. Schmahl, State Treasurer, Minne- 
sota. 

Hon. R. E. Johnson, State Treasurer, Iowa. 

Hon. W. J. Desmond, Deputy State Auditor, Min- 
nesota. 

Hon. Edmond R. Stuart, State Auditor, Maryland. 

Hon. W. S. Murrow, State Auditor, Florida. 

Hon. Wm. D. McGinnis, State Auditor, Colorado. 

Hon. John M. Jackson, State Auditor, Colorado. 

Hon. Albert E. Godfrey, State Comptroller, Rhode 
Island. ‘ 

Hon. Harry B. Salter, State Auditor, New Jersey. 

Hon. Lucien J. Martin, Auditor Accounts, New 
Hampshire. 

Hon. Arthur E. Hoyt, Deputy Comptroller, Massa- 
chusetts. 

Hon. E. R. Combs, State Comptroller, Virginia. 

Hon. Edward Martin, Staté Treasurer, Peiinsyl- 
vania. 

Hon. Thomas Cave, State Treasurer, Vermont. 

Hon. Carl White, State Auditor, Mississippi. 

Hon. Sam Lewis, Special Deputy Auditor General, 
Pennsylvania. 

Hon. Lewis 
Oklahoma. 

Committee on Selection of Convention City 1931. 

A. S. J. Shaw, State Auditor, Oklahoma. 

A. J. Beattie, State Auditor, South Carolina. 

L. A. Carruthers, Chief of Division, Bureau of 
Census, Washington. 

J. W. Long, State Auditor, Iowa. 

Percy H. Williams, State Auditor, Tennessee. 

President Johnson made announcements regarding 
meetings of Committees. 

The meeting adjourned at twelve-forty o’clock. 


Terry, Assistant State Treasurer, 


THURSDAY MORNING SESSION, NOY. 20, 1930 


The meeting convened at nine-thirty o’clock, 
President Johnson presiding. 


Place of Fiscal Officer 


PRESIDENT JOHNSON: The first item on our 
program this morning is an address by the Hon. Tom 
Wisdom, State Auditor of the State of Georgia, en- 
titled “The Place of the Fiscal Officer in the Affairs 
of State.” 


MR. WISDOM: Mr. President, Ladies and Gen- 
tlemen: 

Like the most of you who are here perhaps, public 
speaking is. not my forte in fact, most of my life 
has been given to dealing with facts and figures. In 
other words, from working from the tip of my pen- 
cil rather than from the tip of my tongue. 

The work of the Fiscal Officers of the State are 
so related that their duties form the financial unit 
of State. Cooperation among them is essential to 
the balance sheet of the State. A lack of harmony 
and unity can only result in confusion and loss to 
the State. 

It is not my purpose here today to discuss the 
mechanics of any of these offices. There are those 
here who no doubt will discuss that phase of the 
work and much more effectively than I could hope 
to do. The truth is I am not so much concerned 
with mechanics of the Department so long as the 
records are clear, understandable, and reflect the 
transaction, and so long as the affairs of the Gov- 
ernment are conducted without excess cost to the 
taxpayer. I dare say that I shall not bring to you 
any new thought, for as I see it, the duty of the 
Fiseal Officer is so plain that one can readily read 
the sign. However, it is some times worth while to 
discuss and to call attention to some of the plain 
duties of men and women charged with responsi- 
bility of their offices, and at the same time point 
out some of the pitfalls that are always along the 
way. 


Position Is One of Trust 


We all understand and agree that ours is an office 
of trust. Those whom we represent in our respec- 
tive States constitute the stockholders of the largest 
corporation within their borders. From the people 
or stockholders, taxes are exacted and collected for 
the purpose of carrying on the affairs of state as 
directed by the laws under which we are working. It 
is our duty to see that their tax dollar pays them 
the greatest possible dividend. 

The first duty as I construe it is that all of these 
officials shall render a true account to the people of 
exactly what is going on; to hew to the line, letting 
the chips fall where they may. If their report 
should be unpleasant to any person or organization 
it should nevertheless be truly made. Reports should 
consist of exact facts coupled with an avowal of wil- 
lingness to make suggestions if the Legislature so 
desires. An argumentative statistical report is al- 
ways in danger of being considered a political docu- 
ment, factional and in most instances, fruitless. We 
should stand ready at all times to-cooperate with 
the Legislature and when information or advice is 
asked, the official should give this information and 
his advice consistently and candidly, but should avoid 
the temptation to suggest to Legislatures beyond 
the scope of his duties. This will build confidence 
and the official following such policy will avoid need- 
less worry and sometimes endless trouble. 


Should Have Own Opinions 


Do not misunderstand me that I think a Fiscal 
Officer should be afraid to speak or should not have 
an opinion of his own. f think it is our duty to make 
as close study of the needs of the various institu- 
tions and departments with which we have to deal 
and be in position so that when we do discuss this 
with people at interest, that we may do so intelli- 
gently and convincingly. The point that I am trying 
to emphasize is, the Fiscal Officer should not under- 
take to promote legislation beyond the point of 
proper ethics and certainly not anticipate the Legis- 
catures. 

Every Fiscal Officer should tender his services to 
the Governor and let that chie* officer use those serv- 
ices as he may see fit. It would be wrong to show 
any obtrusion of advice upon his Excellency but the 
Governor should feel that he has the full cooperation 
and confidence of the men who constitute this body. 


The whole success or failure of any administration 
falls on the shoulders of the Chief. Executive and 
any official under him who does not hold this view- 
point is overexaggerating his own position. 


There is work and responsibility enough in each 
department to keep busy without trying to invade 
other fields. It is rather an exception when one 
cfficer tries to manage other things outside of his 
own proper sphere connected with the State Govern- 
ment that he escapes some self-imposed trouble. 

Any State official is courting unpleasantness when 
he seeks to inject personalities in his work. He 
should at all times steer clear of such, particularly 
with reference to his services connected with the 
State and this means to keep his politics apart from 
his strictly official business. 


No Politics in Business 


Speaking of politics it is alright to put business 
into politics but one is never justified in putting poli- 
ties into official business. Of course we should all 
be politic to the extent of-giving all interests and 
people kind and courteous service. 

Sometimes I feel that a successful candidate after 
a heated campaign, either elective or appointive, 
may be a little too much inclined to want to punish 
someone. I have never adhered to this doctrine and 
to my mind I think it is wrong and I do not think 
any Official should accept office unless he has made 
up his mind to divorce his partisanship from ‘the 
public trust that has been reposed in him. No other 
course can be pursued in fairness to the Common- 
wealth that he has sworn to serve. 

Had you ever thought that people vote negatively 
often from some prejudice. You may think this is a 
rather sad commentary but I believe it is neverthe- 
less true that prejudice often controls elections. 
However, bear in mind, a fixed prejudice is usually 
the result of some wrong or failure upon the part of 
those in authority. A fair-official.seldom falls under 
this practice. .The voter is not often guilty of a 
rank injustice and my point here is that we, in our 
places in the affairs of the Government should be 
made to feel secure when we have the knowledge of 
an honest administration, open, fair dealings with 
the institutions and the people whom we represent. 


Interchange of Ideas 


The strongest power ever obtained in politics is 
where the people see some official disregard the line 
of least resistance in a political matter and follow 
his duty as he sees it. This conception once lodged 
in the popular mind of the people renders an official 
not only strong but increases his ability to render 
service. If I had just one idea that I might implant 
in this talk in connection with this it would be to be 
fair with the people. 

Meetings like this can and should result in great 
good. - The interchange of ideas of the type of men 
we have here from all sections of our conutry, given 
on the plane of cooperation and earnest desire for 
mutual benefit, can only eventuate in eonsiderable 
accomplishment. We represent, as I have intimated 
before, large business. The administrations of State 
Government and private business differ in some re- 
spects and yet there should be and is a similarity 
in Government to any other big business, either pri- 
vate or public. It is our duty to effect in every in- 
stance every economy that is compatible with good 
service, just as any other large corporation does and 
is doing from time to time. We cannot stand still. 
Governmental affairs cannot be operated today as 
they were fifty years ago any more than banks of 
the country or other large enterprises can operate 
as they did fifty-wears ago. Governments have to take 
cognizance of the changes just as private enter- 
prises do. Governments are built for service to the 
people, and not to the office holder. Governments 
expand from time to time as’ the popular demand 
comes from the people for greater service. I could 
go into great detail here with you, pointing out some 
of the reasons for this, but in this paper I do not 
think it necessary. We all agree, however, that this 
has become a very coniplex matter, and one that 
requires the very best thought of those charged with 
the carrying on of the affairs of the Government. 

Quite often you hear Governments referred to as 
corporations, with their officials as directors, their 
people as stockholders, and to this extent it is true. 


The main difference is the form of Government and 
the manner of electing or selecting directors. Cor- 
porations, as a rule, do not change their officials 
often, in fact, the capable official is practically as- 
sured of an indefinite term of office. In State Gov- 
ernments we change our directors, or officials, from 
time to time; sometimes rather frequently, and 
whenever these changes take place, there is neces- 
sarily lost motion, for the new official must become 
acquainted with the operation of his particular office 
before he can begin to function to full efficiency. 
For this reason, perhaps, the cost of State Govern- 
ment costs a higher per cent than do privately owned 
corporations, 


Cost of State Government High 


It may be that I have not followed my subjeet as 
closely as I should, but these ideas have come to me 
from time to time, and somehow I felt impelled to 
pass them on to you. I know there is really nothing 
new in what I have said. Possibly, the same truth 
stated in just a little different wording. It may be 
that all will not agree with what I have said. Pos- 
sibly none of us will agree in the entirety with all 
that anyone has to say, but as I said in the outset, 
it is from meetings like this, where we get together 
and talk over our problems with the view of arriving 
at some tangible truth which we may take back to 
our respective States and put into use in such man- 
ner as will increase the efficieficy of our service. 

One day in the Supreme Court of Georgia one of 
the most distinguished lawyers in the State was ar- 
guing a case. Several of the Justices interrupted 
him to ask questions, and finally one of the Justices 
said : “We hope you will pardon us, Brother Dessau, 
for interrupting you so often in your argument. 
We were only seeking light on the question, and did 
not mean to worry you.” With a smile the lawyer 
replied: “I thank the court for the interruptions. 
The friction of mind causes the spark of truth to 
scintillate.” That beautiful sentiment was the last 
utterance that lawyer ever made. He dropped in 
his chair with a sudden heart attack and died in an 
instant. It was a noble thought with which to end 
a useful life. I know of no better words with which 
to close my remarks than that sentiment. “The 
friction of mind causes the spark of truth to scintil- 
late.” (Applause.) 

PRESIDENT JOHNSON: Mr. Wisdom, that was 
a mighty fine address. It is a message that should 
be taken home by every member. 

We will now hear the Report of the Secretary and 
Treasurer. This, you know, is the morning after the 
night before and a number of our members are just 
a little bit late. We will get rid of these details 
hoping that more members will come in by the time 
we get through. 2 


Secretary’s Report 


Mr.’S. H. Blan read the report of the Secretary, 
showing dues collected from 34 States, one city 
and one Territory, a total of $925. 


MR. BLAN: I may_say Mr. Charles G. Johnson 
of California has been a very effective Treasurer. 

Mr. Blan read the report of the Treasurer, show- 
ing a balance on hand, after paying bills, of $411.03. 

Upon motion regularly made and seconded, it was 
voted the reports be adopted. 

PRESIDENT JOHNSON: Mr. Carruthers of 
Washington, D. C., has a statement he wants to 
make at this time. 

MR. CARRUTHERS: . Mr. President and Dele- 
gates of the Convention: I know that you are all 
aware of the fact that the Government is engaged, 
and has been for the last year, in the taking of the 
decennial census. That called for an appropriation 
of $44,000,000, the organizing of a field force of more 
than 110,000 people, and we have ergaged in Wash- 
ington now about 6,500 people grinding out statistics. 

We are under the necessity, by law, of completing 
the work in a certain time. Most of you are familiar 
with some of the annual investigations that the 
Bureau conducts. One of the most important ones, 
we think, is the annual report on financial statistics 
of States. We have been engaged in that since 1915. 
We look upon the cooperation of this organization 
as being so desirable that at the Miami Convention 
five years ago I requested the President to appoint 
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a committee to confer with our Bureau on methods 
of collecting, compiling and presenting the statistics. 

At that time Mr. acy of Ohio, Mr. Gates of 
Vermont, and Mr. Beatty of South Carolina were 
selected; and we have looked upon that as a stand- 
ing committee. I would say, Mr. esident, that I 
would like you to continue that committee as a 
standing committee known as the Census Advisory 
Committee, and I also wish the Secretary would re- 
cord that committee in his booklet because it Is a 
committee that we are apt to call together at most 
any time, especially when we have something that 
we want to change or that you think we ought to 
change. They have met on several occasions and 
are familiar with our work and that is why we would 
like to retain them. I should like it to be considered 
a standing comrhittee if it is agreeable to the organi- 
zation. 


Census Advisory Committee 


I want to thank you further for the cooperation 
you have given them. We would have found it nec- 
essary to suspend this annual investigation unless 
we had received the fullest cooperation on the part 
of state officials. So last year, also the year be- 
fore, but last year in particultar, we asked the vari- 
ous States through the men and women present, to 
either prepare or designate someone to prepare the 
report for us. I am glad to state that 41 out of the 
48 states are preparing the reports this year. Two 
or three others said they would do so, but on further 
investigation found the man they had designated was 
unable to do so. . 

The director appreciates fully the help that you 
have given, but we are not through yet. With 
6,500 people and the necessity of completing this 
work at the earliest possibility, we are going to ask 
again next year that just so far as possible you co- 
operate and help us to get these annual reports. 
Possibly after that we would then be able to return 
our experience to collect the statistics. : 

I want particularly to thank this association for 
the hearty cooperation. When 41 of our 48 states 
turned in and prepared these reports for us, it made 
it possible for us to continue this annual investiga- 
tion without any break. (Applause.) 


PRESIDENT JOHNSON: Ladies and Gentlemen, 
I have a treat for you at this time. The subject that 
is going to be discussed is “Effect of Money Mo- 
nopoly on Our State and Nation.” It is going to be 
discussed by the dean of this association, a man who 
has been honored by his home State with the elec- 
tion to the position of Treasurer for five consecutive 
terms. He is not only known and loved in his own 
State, but he is a national character. He has a host 
of friends throughout the whole United States who 
lovingly call him “Uncle Sol.” , 


Money Monopoly’s Effect 


It gives me extreme pleasure at this time to not 
introduce to this audience, but to present my good 
friend, Uncle Sol Levitan, Treasurer of Wisconsin. 
(Applause.) 

HON. SOLOMON LEVITAN: Mr. President, La- 
dies and Gentlemen: I am very sorry that I didn’t 
have the same opportunities as some of you gentle- 
men who were fortunate enough to be brought up 
in the greatest country in the world. With the in- 
troduction that I received from our worthy Presi- 
dent, Mr. Johnson, I am afraid I will disappoint you. 

In order to be a good speaker, you generally. have 
to go to a college or a university where they teach 
you how to talk. I went to the wrong schools. I 
went to the school of hard knocks where they teach 
you how to work, but not to talk too much. So I 
will deliver my spee@h not in the usual way as you 
gentlemen do; you memorize a speech and then de- 
liver it. I have tried for the last four weeks to 
memorize my speech and the more I memorize, the 
more I forget, you see. So I prepared a few notes 
that I am going to read. I am sure, gentlemen, that 
as my education is so limited once in a while I mur- 
der the Queen’s English. However, I am certain no 
one will be hurt. 


Every State is represented in this conference. We 
are all one family enjoying the order of established 
government. Modern inventions have brought us in 
closer touch with each other than ever before, and 
we must adapt ourselves to the constant change of 
conditions. We are being forced to become more 
universally minded. One section of our country is 
no longer isolated from another section. The radio 
and airplane have made us all neighbors, and as 
neighbors become closer, we become more concerned 
with their welfare. We are not exactly comfort- 
able when we sit down to a hearty meal knowing 
that our neighbor is hungry. 


Individuals, states and nations are great in pro- 
portion to their service to mankind. The day is 
coming and is not far hence when an individual or 
nation working from purely selfish motives will be 
an outcast. Every person and nation should make 
the best of themselves, but in so doing no act 
should harm a fellow being or another nation. Self- 
ish motives stunt growth. 


Keynote of Progress ‘ 


Any policy of business which affects the citizens 
of a nation adversely should receive attention from 
the Government. Universal brotherhood is the key- 
note of present day progress. If we refuse to rec- 
ognize this fact, we are but postponing the adjust- 
ment of the big problems confronting nations today, 
one of which is money control by monopolies. Such 
control is undemocratic and dangerous. Those who 
favor methods of monopoly attempt to convince the 
people that these methods are necessary to meet 
present day conditions. Don’t be deceived by such 
arguments. Is it not possible that present condi- 
tions are in a degree the results of monopolistic 
methods in business ? 

You may wonder why I speak to you of the ef- 
fect of monopoly on our democratic form of govern- 
ment. In your official positions you are the custo- 
dians of a large portion of the Nation’s wealth. 
Your attitude toward monopoly will carry much 
weight with your legislators, and it is only through 
legislation that monopoly can be checked effectively. 

Monopoly is not a new idea, it is as old as human 
nature itself. It is as old as greed for power, and 
its effect is to hinder the development of the indi- 
vidual. Those in favor of monopoly may argue that 
a good king who is kind to his subjects is better 
than a democracy. Do you believe that? Do you 
really think it is better for people to have some one 
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do their thinking for them than to be forced to grow 
by thinking for themselves? Suppose independent 
merchants and independent bankers don’t do busi- 
ress on the same basis of economy as the big chains, 
is economy the only consideration of value? 


Purpose of Government 


The freedom of individuals to do their own think- 
ing and to make their own decisions strengthens a 
nation as nothing else can. Autocracy is disinte- 
grating in its effect on people, whether it be in 
business, religion, government, or in politics. A 
ration is as strong as its peopie, and intelligence 
constitutes that strength. We learn by doing, not by 
being told what to do. We learn from experience 
how to be just, and by seeing our neighbor’s point 
of view, we grow kinder and more understanding. 

It is as vital that business be free from monopo- 
listic control today, as it was in the days of our 
forefathers. Independence is one of the greatest 
factors in the nrogress of our nation. Take it away, 
and you will lose the sturdy self-reliance of our de- 
mocracy. Democracy is the greatest teacher in the 
world, its demands upon the citizens bring them 
face to face with the purpose of government, name- 
ly, to “establish justice, to insure domestic tran- 
quility, ‘provide for the common defense, promote 
general welfare, and secure the blessings of liberty 
to ourselves and our posterity.” The principles of 
monopoly do not coincide with this purpose, they do 
not promote the “blessings of liberty” nor “estab- 
lish justice,” and they should be checked whenever 
they appear. (Applause.) 

PRESIDENT JOHNSON: I knew you were not 
going to be disappointed in Uncle Sol’s speech be- 
cause he always has a real message for us. 

A number of years ago down in West Virginia, 
while a member of the State Senate, I met a gentle- 
man who was likewise a member of that distin- 


- guished body, whom I soon learned to love, respect 


and admire. We served together in the State Sen- 
ate for one term. The next time our paths in life 
converged, his led him to the Governor's office, and 
mine to the office of State Treasurer. We served 
together in those respective positions for four years 
during the World War. He was the war governor 
of West Virginia. During those four years we had 
constant contacts with each other, and the feeling 
of respect and admiration that started back while 
we were in the State Senate continued to grow upon 
my part. 


War Governor 


He made us a real governor who was respected 
and beloved by the people of my State as few gov- 
ernors have ever been. At the close of his adminis- 
tration, the Baltimore and Ohio Railway, in search- 
ing for a man to place at the head of their legal 
department as general counsel, after looking over 
the entire United States and considering the quali- 
fications and merits and availability of the best at- 
torneys in the Nation, selected this gentleman whom 
I am goin, to introduce to you as its general counsel. 

Since that time he has served the great railway 
system of the B. & O. efficiently and satisfactorily. 
He is a gentleman who is familiar with State prob- 
lems, the problems that confront and harrass every 
State official in the Union. He is not only versed 
in matters of Government, but in matters of busi- 
ness as well, and it gives me unusual pleasure this 
morning to present to you the Hon. John J. Cornwell, 
General Counsel of the B. & O. Railway Company. 
(Applause.) 

HON. JOHN. J. CORNWELL: Mr. President, 
Ladies and Gentlemen: I am afraid my friend, Bill 
Johnson, “Pistol Bill” as we call him in West Vir- 
ginia because he is the author of the statute which 
denies us West Virginians the right to carry a pistol 
whenever we want to. So we familiarly and fondly 
know him as “Pistol Bill.” : 

I am afraid he revealed to you this morning a 
suspicion that I had myself, and that was that he 
invited me to attend this meeting and talk to you 
rather out of his friendship for me than out of the 
feeling that I might bring you any helpful message. 
That feeling was so predominant in my own mind 
when he invited me that I was just a little reluctant 
to accept it. 


Service to State 


I might say to you, however, in addition to what 
he has said, that the friendship between Mr. Johnson 
and myself is not a political friendship because we 
happen to be on opposite sides politically. While 
I was the Governor of the State of West Virginia 
I happened to be the only Democratic State official 
and Mr. Johnson and all the other State officials 
were Republicans. But there was a mutual friend- 
ship and respect growing out of our respective and 
individual efforts to serve our State during a very 
trying period, a friendship that I have treasured and 
valued a great deal. 

I do not know just what I may be able to say to 
you gentlemen today that will interest you or be 
of any value to you, I should think these meetings 
that you have in this association would be very help- 
ful as very interesting to you because it not only 
gives you an opportunity to get acquainted person- 
ally and keep this acquaintance and friendship, but 
it gives you an opportunity to learn and understand 
something about the problems of your neighbors, of 
your neighboring States. And a familiarity with 
the problems of your neighbors and neighboring 
States ought to be helpful in dealing with, if not in 
solving, the problems in your own State. 

Our complex civilization and our changing eco- 
nomic and industrial conditions are constantly bring- 
ing, as you know, a procession of new social as well 
as political and industrial problems. Unhappily, 
there are a great many people who feel that these 
problems can all be solved by legislation. I am 
one of those who do not think that these problems, 
all of them, can be solved by legislation. I think 
that many of them are administrative and that 
others can ke met by proper judiciai interpretation 
of existing law. 

I feel that the modern tendency to undertake to 
correct all conditions, unsatisfactory conditions, and 
solve all our problems by legislation or amendments 
to our Constitution, Federal or State, is leading us 
into a wilderness of new laws too numerous to re- 
member and know, and certainly sometimes too 
numerous always to obey. 

Of course, these changing industrial and economic 
conditions necessitate some new statutes. We are 
bound to have them. They bring their problems to 


you and every other State official, but as we increase 
the number of our statutes, as we enact new laws 
and create new boards, we are constantly increasing 
the cost of government and adding to the burden of 
taxation, and I presume there is no group of people 
in the country that is better advised or more 
cognizant of the- fact that the burden of taxation 
today rests very heavily on the people everywhere. 


If I read the statistics aright, in the last 10 or 
12 years the cost of our State governments (and 
that includes not the cost of the State ulone, but 
the cost of our governments in the States including 
all our taxing units down to the smallest muni- 
cipality) has abou: doubled. That, I vhink, you 
know. Those are facts with which, I am sure, you 
are familiar. 


That has, of course, added an enormously in- 
creased tax burden on the people of the State and 
on the corporations and industries as well as on the 
individual citizens. That growing tax burden could 
be borne, however uncomfortable it might be, as 
long as we were in a prosperous period with high 
prices, a boom period. It might be uncomfortable, 
but everybody could manage to get along with it. 
But in a period such as we are passing through at 
the present time, a temporary one, of course, we 
all hope, but for the present year at least when 
values are fading away and unemployment is rather 
general and when business is dull, the tax burden 
of course, becomes very, very much heavier. . 


Business Economy 


The individual corporation, the private corpora- 
tion, whether it be a private industry or public serv- 
ice corporation, when business gets bad and its in- 
come falls off, of course, it undertakes to meet the 
situation by economizing, by putting in efficiencies 
and cutting down expenses. Of course, governments, 
Federal, State and local governments, are not able 
to do that to the same extent a corporation is, even 
if inclined to do it. But it has appeared to me un- 
happily and unfortunately that there is not always 
an inclination to go as far in the way of economiz- 
ing as they might or probably possibly should in 
some instances because I find these tax rates con- 
stantly going up. 

As general counsel of the B. & O. Railroad it is 
part of my job to supervise our tax bureau. Our 
taxes are approximately or really over a dozen 
millions of dollars annually which we pay in almost 
a score of States. This year I have searched the 
record carefully in each State and county and 
municipality and examined it carefully, and nowhere 
have I found any reduction in rates anywhere, any 
practical reduction in rates. That throws a burden 
not only upon the individual citizen, but a tremen- 
dous burden upon a corporation in such times as 
this when its revenues are off anywhere from 20 
to 35 per cent. 


The Railroad Situation 


I want to talk to you for just a moment as to 
how that affects the railroad situation. You gentle- 
men are public officials. Your systems are different 
in the different States, but some of you have the 
job of valuing the railroad properties in the different 
States and it fits into State levies. All of you are, 
of course, potential in your public affairs and expe- 
cially your tax situation. 

I haven’t come to you to make any plea for the 
railroads for favoritism. I have only come to you 
to talk frankly and say and ask for fair play for the 
railroads. You may say this tax burden is falling 
heavy upon the railroads in this period, yes, because 
their business is off 20 per cent or 35 per cent, but 
it is temporary. Next year the business of the rail- 
roads will come back and they won’t feel the tax 
burden particularly and it won’t hit them hard. 

I am afraid that is not true. Our taxes have 
doubled within the past ten or twelve years. The 
railroad taxes in the country as a whole have dou- 
bled within the last ten years. There are only three 
years out of the past twelve years when the owners 
of the railroads of this country have gotten as much 
in dividend return on the investment as the public 
has gotten from the railroads in the way of taxation. 
Bear that statement in mind, will you please? 


Entitled to Fair Return 


You have read about the earnings of the railroads 
and the revenues have made a good showing for the 
past few years. At no time have they earned the 
5% per cent which the Transportation Act and the 
Interstate Commerce Commission says they are en- 
titled to as a fair return on the value of the property. 
At no time have they as a whole or by groups earned 
that. Some individual roads, of course, have, but I 
am talking about the railroads as a whole. Yet to- 
day their revenues, as I say, are off 25 or 30 per 
cent and the trouble is that they are not in my 
judgment going to come back in proportion as the 
revenues of other industries and corporations will 
come back because of the competition to which they 
are subjected, and to which I am going to refer a 
little later. 

Our passenger revenues are off practically 50 per 
cent in the last ten years. In other words, our pas- 
senger business (and what is true of the B. and O. is 
practically true of all railroads in the country; some 
like those coming into New York with the com- 
muter business have kept up) but our ‘passenger 
revenues are 50 per cent less than they were ten 
years ago and our train service has enormously im- 
proved as you know. Besides that, we are operating 
practically as many passenger train miles as ten 
years ago because public sentiment wouldn’t permit 
dispensing with the very many trains. This tax bur- 
den is falling heavily upon the railroads this year 
as upon the individual citizen, and the railroads are 
not going to feel the effects of it less in the future 
because they have lost a lot of the business which it 
seems to us will never come back on account of 
the competition to which I referred. 


Road Building Program 


Why is that? Because of the hundreds of thou- 
sands of miles of hard roads that have been built. 
Most of that business is going t» the private automo- 
bile, a perfectly legitimate and proper and marvel- 
ous development in the transportation of the country, 
and nobody, railroad man or anybody else has a right 
to object. We are not objecting, but we are talking 
about the condition that exists. 

In addition to the private automobile is the motor 
bus line which has taken a terrible toll of the rail- 
road revenues. There is a form of subsidized com- 
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petition. Subsidized, why? Because your State and 
mine have built these splendid highways. We have 
expended well on te $100,000,000, something like 
$90,000,000 since I came out of the office of Gover- 
nor. We adopted the constitutional amendment dur- 
ing my term of office. I had something to do with 
the preparation and adoption in the State and we 
started out on the wonderful program and spent 
nearly a hurmred millions of dollars on splendid high- 
ways. Bus lines are all over the state and that is 
subsidized transportation for this reason: 

The highway upon which that motor bus operates 
is furnished absolutely free by the public to that 
transportation company which operates over it. The 
same is true of the freight truck operating upon it 
and the freight truck is depleting the revenues of 
the railroads even more right now than the motor 
husses have done heretofore. I‘ is a form of subsi- 
dized competition because the roadbed upon which 
they operate is furnished free by your State and my 
State. 


Subsidized Competition 


On the other hand, the roadbed upon which the 
railroad trains operate is private property, built by 
private money upon which interest or dividends must 
be paid, and upon which taxes are paid to the State 
and county and district and municipality. And there 
is the disadvantage which the railroad has as com- 
pared with that form of subsidized transportatien. 
I know the motor bus people and truck people say, 
“We pay taxes. We take out a license tax and also 
pay a gasoline tax to help keep up these roads.” 

That is true, but the best figures available, and 
they come from the Federal Government, show the 
average tax upon the motor bus companies and truck 
companies amounts to about 5 per cent of their gross 
revenues. The percentage of the gross revenues of 
the railroad which the railroad pays in taxes is 6% 
per cent. That 1% per cent may not appear to be 
a very big thing, but when you take a railroad like 
the B. & O. which has gross revenues of anywhere 
from $200,000,000 to $250,000,000 annually, you can 
see that is a pretty big sum of money. In addition 
to that, when you see the railway dollar split up for 
labor and material and what a small percentage goes 
to the owners of the railroad properties, that 114 
per cent is a very big thing. 

But that is not the real point. It takes 30 cents 
out of every dollar which the railroad company earns 
for the purpose of providing and maintaining the 
highway upon which it operates its trains, while the 
motor bus and truck company doesn’t have to take 
anything out of its gross earnings to keep up the 
highway upon which it operates its trucks or busses. 

There is discrimination. The railroad tax takes 
6% per cent of its gross revenues. The motor truck 
and motor bus taxes take 5 per cent of theirs, but 
in addition to the railroad tax of 6% per cent, it 
takes 30 cents out of every gross dollar for the 
purpose of paying the interest upon the bonds and 
paying maintenance of its roadbed which is owned 
by the railroad. 

Gentlemen, aren’t those things that are perfectly 
proper for state officials who are looking for new 
sources of taxetion, and who are looking for reve- 
nue, and who are assessing in value the railroads 
and determining as to the amount of taxes they 
should pay—aren’t those perfectly proper things 
you should take into consideration in connection with 
that very vital and important subject? 


Asks For Fair Play 


I said a moment ago that I was coming to you not 
to make any plea for favoritism for the railroads. 
I am not. I am only talking about fair play. I 
sat on the Board of Public Works for four years 
and helped Bill Johnson and other men in West Vir- 
ginia assess the railroad property. I insisted then 
and insist now as a railroad official that-not only 
must these public utilities pay a fair proportion of 
taxes, but they must pay a liberal proportion of 
them. They are bound to. Under present condi- 
tions with depreciated values of farm property there 
is no other alternative. We recognize that. We are 
only asking fair play. , 

In addition, however, to this form of subsidized 
transportation to which I have just referred and 
which, I think, you will agree with me is nothing 
less than subsidized transportation which is taking 
the business of the railroads away, we have another 
form of subsidized transportation, and that is the 
inland waterways of the country. The Federal Gov- 
ernment has poured out hundreds of millions of dol- 
lars in deepening your waterways. It was a per- 
fectly proper expenditure and nobody has any right 
to object to it. The railroads haven’t any right to 
object to it although a large proportion of the money 
which was expended in the deepening of these inland 
waterways came from the railroads in the shape of 
taxes. Yet they have no right to object because it is 
a wise policy of the Government to deepen and make 
these inland. waterways navigable, and nobody has 
eny right to object to it. 


Government Barge Lines 


But when the Federal Government sets up a barge 
line as it has on the Mississippi River as a war 
measure and then continues it for ten or twelve 
years after the war, operating at a deficit (up until 
the last two or three years there has been an actual 
deficit year after year in the operation of that line) 
and operates. it in competition with the railroads, 
we say that is unfair governmental competition. [| 
know General Ashburton now claims he is operating 
that line at a profit, but he is talking about the op- 
eration merely. He doesn’t take into account any 
capital invested in the enterprise. If there was an 
interest charge upon the investment either in the 
barge line itself or the highway upon which it oper- 
ates, it would be a very different story. 

But we do insist that the Federal Government 
when it takes its own waterway which it has deep- 
ened with public money, much of which has come 
from the railroads, and sets upon that a barge line 
and operates in competition with the railroads, we 
say no private business can exist and live if that 
kind of operation and that kind of governmental 
competition is extended indefinitely, and you know 
tuat is true just as well as I do. You can’t com- 
pete with the Government when it is taking your 
money to vperate in competition with you. 

You have not only done that, but you have passed 

law which compels the railroads to give their busi- 
ness to that barge line wherever and whenever it 
can take it and handle it, and in addition compels us 
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to make an unfair division of money which the rail- 
roads earned in hauling that freight down to the 
barge line—an unfair proportion of it. 

I want to say that I don’t believe there is a man 
in this audience who believes the railroads of this 
country can be dispensed with. You don’t want to 
see them eliminated when you consider the fact that 
they pay one-half billion dollars a year taxes in your 
State and county government and treasuries. You 
can’t dispense with that money. It would unsettle 
your entire financial structure and every local bond 
issue that the railroads did take over based upon 
the assessed value of property including public 
utility, railroad value—the whole basis of your 
financial structure in your States, counties and cities 
would be unsettled, all demoralized. You know the 
time hasn’t come, if it ever does come, when the rail- 
reads can be dispensed with. 


Railroad Efficiency 


In addition to that, I am quite sure you do not 
want to see their efficiency impaired. You don’t 
want to see them go ‘back to the time when there 
were car blockades and shortages which President 
Hoover as Secretary of Commerce said cost the 
people each year more money than they pay for 
all ts transportation service in the country. Those 
blockades and car shortages cost the people each 
year more, he said, in losses <nan trey had paid for 
their entire freight bill in the -ountry. You want 
to gee efficient transportation service. 

The point I want to make, not ir. a plea for 
favoritism for the railroads, but fair treatment on 
the part of you gentlemen who represent the 
States—I say the railroads can succeed in keeping 
up the present efficient service only if they are given 
a fair deal and if this subsidized cumpetition to 
which I referred is not carried to an extreme as a 
great many people in this country want to carry it. 

I have no advice to give-you as to your situations 
in your States. Every one of you is confronted in 
this particular period, I know, with a problem, and 
an acute problem. We have it in West Virginia, I 
as still a resident of the State of West Virginia. My 
home is still there. My property is there. I am 
tremendously interested in that State, although my 
office and time is spent largely in the City of Balti- 
more. Our problem is very acute so far as this tax 
situation is concerned, and I know it is an acute 
problem in every State in the Union. 

It seems to me that the time has come, and as a 
representative of a railroad which is paying $12,- 
000,000 a year taxes I think we have a right to ex- 
pect that some of the same efficiencies that we have 
been forced to put in, economies that we have been 
forced by conditions to put into effect in our com- 
pany, that we have a right to expect that those 
things will be established in so far as they are 
practical, in the handling of your State governments, 
your county governments, your city governments. 
I think we have a right to expect that notwithstand- 
ing the burden that is falling upon the States to take 
care of this situation and another situation that is 
arising—that we have to get down to a brass tack 
basis. 


Pre-War Commodity Prices 


Prices, commodities of all kinds are back to a pre- 
war basis. We made the first big jump in our tax 
expenditures during the war, during the period of 
inflation. We established a new standard of tax 
money during that period, as you know, and never 
have been able to get away from it. Those stand- 
ards have been followed, increased. With the de- 
flated prices of farm commodities, of farm values, 
of all kinds of properties, with the deflation in every- 
thing in this country which is probably going to con- 
tinue for a long period to a greater or less degree— 
I think the man who expects to see any real quick 
rebound in prices of either stocks or commodities of 
any kind to the inflated values, the high values they 
have been is in for a period of disappointment. 

It will be a slow recovery and I think we have 
to get down in the matter of the handling of our 
government, State and local, upon just as efficient 
and just as economical a basis as we possibly can. 
We cannot go on at the present rate without placing 
an undue burden upon somebody. I know when the 
cry of distress comes from the individual taxpayer 
that our legislatures instead of economizing (and 
I have been a member of the Legislature; Bill has 
given that away; I was there eight long years) have 
a tendency not to economize to the minimum and 
reduce tax rates, but~shift the burden on to some 
fellow who is supposed to be more able to bear it. 
And in the shifting process the railroads have got- 
ten, I think, a pretty liberal share. 

We are not asking for favoritism. We just don’t 
want to be the goat. Certainly, we don’t want to be 
the only goat. Gentlemen, I think that is an abso- 
lutely fair proposition. I think, as I said*a moment 
ago, and the only real message I have to leave with 
you is that as a former State official and as a man 
» 10 is very familiar with the tax systems of a score 
of States because we pay @axes in a score of States, 
and as a man who is familiar with what is going on 
in those States, I say I fear that in a good many of 
these States and localities a greater effort is being 
made to shift the tax burden than is being made to 
reduce it. The time has come when we have to look 
the subject squarely in the face and make up our 
minds as the corporations have been doing, that we 
have to economize to the limit without, of course, 
impairing the efficiency of the government because 
in our economies we are trying not to impair the 
efficiency of the railroads. ° 


Shifting Tax Burden 


I am very glad to have had the opportunity of 
meeting you gentlemen. I have tried to pass this 
thought along to you because I know you are in- 
terested in the transportation systems of the coun- 
try as public officials and representatives of your 
constituents just as much as I am. I thank you. 
(Applause.) 

HON. SOL LEVITAN: May I ask a question? I 
am from the State of Wisconsin and want some 
new ideas. I have listened to your arguments which 
are very, very fair. What is the remedy? It isn’t 
only the railroads that are in\a depression. The 
farmer has been Josing money for years, and so has 
the small business man. 

If a man has a home w@rth $10,000 that.is very 
little for a home. He puts in $300 taxes. You can- 
not burden that man to pay any more when he 
can’t afford it, nor can the farmer. We have to 
have some money to educate the children, If we 
want some good roads, protection, it costs money. 
Who should pay it? Somebody else has to pay it be- 
cause the American children need an education. You 


have to give them the schols and protection in the 
big cities. Who is going to pay the taxes? Some- 
body has to pay. 

The railroad people are no worse off, I think, than 
the smaller business man or farmer. I know t!2 
farming condition, what it is in the West, because I 
happen to be interested in farming. I put down 
2,000 acres of land. Although I don’t look it, it is 
true. I kncw that for the last ten years there has 
been a loss. They cannot pay more taxes. Who is 
going to pay them? 

Admitting that you are right absolutely, that the 
railroads do not~make profits as they should, we 
must not forget their stocks have been a little bit 
watered, too. The stock does not represent the true 
value. It may not have been the B. & O., but a good 
many of the stocks. When you ask 5% per cent, 
t” at is reasonable if it is on the original of the stock, 
but if the stock is watered a little bit, 54% per cent is 
pretty strong. 

You have been a Governor. West Virginia is a 
great state. What I would like to know is—Have 
the people spent any useless money? When you look 
it up in the records our officials are underpaid. You 
have been the Governor. You perhaps earn $50,000 
in the B. & O. I don’t think West Virginia paid 
you half of that. I have been reelected five times in 
the State of Wiscounsin. I don’t know of any man 
in the Government service who is not underpaid. 

Our business in the State of Wisconsin is the 
transaction of $186,000,000 and it costs less than 
$42,000. We collect $8,500,000 on gasoline. We paid 
$37,000 in refunds from 50 cents up, and it cost less 
than $15,000. I have a man checking them up. You 
cannot say we are throwing away money. I don’t 
know what the remedy is. It is nice to come and 
make a plea. Your plea is eloquent, great, but what 
is the remedy? 


Local Expenditures Heavy 


MR. CORNWELL: Let me answer your question 
by saying first I have tried to present to you gentle- 
men what appears to me to be a situation. Fam no 
Solomon and am not going to undertake to make a 
solution of it. I do say, and I repeat, that it appears 
to me we have reached the point, in view of the 
deflation of prices of all kinds and commodities, 
where we have to go as far as we can in deflating 
the cost of our goods from state down to the small- 
est municipalities so long as we are not impairing 
the efficiency of the administration of our govern- 
ment. There are many things-in my own state that 
I can still find (and I think my associates here, Mr. 
Johnson and the auditor of the State would agree 
with me) where we might be a little more efficient 
and save a good deal of money. Our burden in West 
Virginia, and I presume the same holds in Wisconsin, 
is not through our state government. It is our local 
expenditures that are eating it up. 

Out of a total tax rate of $2.57 in West Virginia, 
I think our state tax rate is 19 cents. That is the 
total state tax rate. The balancé is in our local gov- 
ernments, our county districts and municipalities, 
and sometimes it runs as high as $3.75 in some cities 
and towns. We have inefficient forms of local gov- 
ernment and I have undertaken to outline to our 
people where some of those things can be corrected. 
That is the thing I am trying to bring home to you 
people today. I have made no plea for any favorit- 
ism or escape of taxation for the railroad. I stated 
a while ago that not only must the railroads and 
public utilities pay a fair share of taxes, but they 
must be willing to take a liberal share of this bur- 
den, especially under present conditions, and I know 
of no reasonable railroad man who would take any 
different position. 

I do want to refer to one remark you made. You 
referred to the watered stocks and bonds. I want 
to remind you, inasmuch as you come from Wis- 
consin, that a good many years ago that was a very 
favorite argument and favorite expression of poli- 
ticians and public office holders in taxing the rail- 
roads of this country. I want to remind you the 
Senator from your state used that so often and 
finally put through the Congress of the United States 
what was known as the LaFollette Valuation Act, 
requiring the Interstate Commerce Commission to 
value the railroads of this country upon the theory 
and honest belief that if the commission did that 
they would find the honest value of the railroads 
was many billions of dollars less than their capitali- 


zation. : 
La Follette Valuation Act 


What happened? - When the La Follette Valua- 
tion Act was passed, the Interstate Commerce Com- 
mission required the railroads, of course, to cooper- 
ate in the valuation, and they had to set up valua- 
tion organizations. The result of it is that the rail- 
roads have expended $130,000,000 in cooperating 
with the Federal Government in working out that 
valuation, and the Federal Government itself has 

«Spent $40,000,000 in getting that valuation. 


They took not exaggerated and swollen prices, 
but went back to 1914 for the price period to take 
the prices of the commodities. The rails and ties 
and everything went into the valuation of the rail- 
roads and notwithstanding the fact that they went 
back to 1914 to the price period, when they wound 
up with a tentative valuation (not final because it 
has never been put out) of gll railroads in the United 
States, it showed the valuation found by the Com- 
mission of the actual fiscal property of the railroads 
on the 1914 basis was many billions of dollars in 
excess of the total capitalization of all stocks and 
bonds standing out. Therefore, this argument and 
talk of watering the stocks and bonds of the rail- 
roads fell absolutely flat. 


What do we find? In addition, when the Trans- 
portation Act of 1920 was passed, in order to 
equalize the earnings of the railroads, it was pro- 
vided if any railroad in a group earned more than 6 
per cent on its valuation, not capital stock, but valu- 
ation as fixed by the Commission, the government 
would take away from it one-half of the excess over 
6 per cent, and that is in the law today. That is 
the Recapture Provision that we know. When the 
government started out to recapture from the rail- 
roads that excess which some of the railroads earn 
(a few of them, less than 10 per cent are in the re- 
capture class) they took a small railroad out of St. 
Louis and revised the valuation which. the Inter- 
state Commerce Commission fixed on its property. 
They went to the Supreme Court of the United 
States on that and the Supreme Court of the United 
States upset the valuation which the Commission 
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made because the Commission had not taken into 
consideration the cost of reproduction. The Act it- 
self provided that should be one of. the elements 
considered when the Commission fixed the value, but 
the Commission arbitrarily refused to consider the 
cost of reproduction, and the Supreme Court upset 
that valuation. 


Railroad Valuation 

What is the result? After the government spent 
$40,000,000 and the railroads spent $130,000,000 on 
the valuation business to disprove the theory that 
the railroad stocks and bonds of this country are 
watered (because that is all that has been proven; 
you haven’t gotten any railroad value; you just dis- 
proved that theory) the Commission comes along 
and asks that the law be repealed and that they be 
relieved of further valuing the railroads because 
they don’t see any good in it, and claim they cannot 
keep it up. They want to fix the rates again, not 
on the value of the property, but a rate basis which 
they propose to establish. What that basis is, I de 
not know. . 

I said I know what your problems are. Your 
farmers in Wisconsin are. not half as badly off (it 
statistics mean anything; I read the statistics of 
the state) as they are in West Virginia or any of 
the other states in this country. Your marvelous 
developments there of the dairy industry and other 
things have done a wonderful thing for your state, 
but I say as I said a moment ago, I know you are 
up against a serious problem. 

I am asking for no excuse or evasion. I am only 
trying to present to‘'you when you go out to reach 
out in your states for new sources of revenue, that 
there are new methods of competition, new concerns 
competing with the railroads today on which you 
should keep your eye. As I said, I don’t want to 
make the railroads the goat, and certainly not the 
only goat. That is the only thing I said. We have 
to stand up and take our part. Sometimes I have 
seen our values put by the state where I thought 
they were too high. In the last eight years that I 
have been Géneral Counsel of the B. & O. Railroad 
I have steadily refused to assail the valuation fixed 
on the property anywhere in any state along the sys- 
tem because I have said these states have to have 
the money. “It may be that we are too high, but 
we have to take the gaff. We have to do our part 
and if you attack these assessments, I think it is not 
cnly unwise to do, but you create a bad public sen- 
timent.” 


Cost Accounting 


I was elected to office as a Democrat in a Repub- 
lican state, and I know you have to have friends to 
win anything. I don’t believe the railroads and pub- 
lic utilities can make friends and succeed if they are 
going to fight and dog the steps of public officials 
and try to handicap the state and local authorities 
in every step, even though they may sometimes ap- 
parently be unwise. 

That is my answer. I do insist that the state offi- 
cers and the local officers must make up their minds 
that they must apply the same intelligent methods 
in the study of cost accounting, and put into effect 
wherever it is nossible to do it, efficiency in the ad- 
ministration of their government. 

I said in a public address before a Rotary Club 
in our state capital a while ago that I had put 
through while Governor of the State a budget law. 
We had no state budget law up to the time I be- 
came Governor. With great difficulty I got the leg- 
islature to submit a state budget law, and we put it 
through. I think it has been very helpful under 
the very able administration of the Chief Accountant 
of the state, whom I see sitting in this audience. I 
think itshas been a very helpful thing. 

I said in a public address a while ago in the City 
of Charleston, the capital of my state, that I believe 
the time has come when our state legislature must 
pass a law requiring a budget made up in our coun- 
ties and districts and municiualities, and in addi- 
tion to requiring budgeting of those accounts, there 
must be some central state supervision over the 
expenditures there because in the election of Boards 
of Education, in the election of members of the City 
Council often in small towns very little attention is 
paid to the efficiency of the man and the ability of 
the man elected to those offices. When they come 
to make up their budgets and expenditures, often 
they are extravagant and unwise, and I would not 
only require a budget, but would require the State 
Tax Commissioner or State Soard of Public Works 
or some other body in my state to have the power 
te go over those budgets, and not only see that they 
were not exceeding the lawful expenditures, but see 
that there were not unnecessary and unwise expen- 
ditures there because there is your big burden of 
taxation. 


Central Budget Control — 


Those are the only things I am pleading for, and 
I think they are perfectly sensible propositions, 
perfectly practical propositions. We have. been 
forced to economize in our business as our revenue 
goes over 20 to 25 per cent. We have been forced 
to do everything possible even to the point of using 
paper over and over and over again. We don’t use 
a pad in my office where we can use scrap paper. 
How many States and counties are doing that in 
an effort to economize in administration? You 
have to get down to brass tacks and analyze your 
accounts. 

I am not talking about your State accounts alone 
because I don’t think there are very many ex- 
travagances in many of the States. Perhaps there 
are some corrections and reductions to be made there, 
but your troubles are not logal expenditures. You 
will find that in all your States. I mean no criti- 
cism, I mean no criticism on the part of States or 
public officials, but I am talking with the knowledge 
of a State official and with a knowledge of what is 
going on in a good many States. 

MR. LEWIS (Pennsylvania): I know the ques- 
tion raised here is a very. serious one. When I was 
Auditor General I tried to put a bill across com- 
pelling privately-owned bus lines to pay a gross 
receipts tax, and also a capital stock tax, or what 
was equivalent to it. I met with determined opposi- 
tion on the part of the taxicab companies. I should 
like to inquire what is the opposition that you en- 
counter. Is it from the great interstate bus lines 
or fronr your local lines? 


MR. CORNWELL: My answer is from both. 
not here making a complaint of competition. 
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both. Let me call your attention to what- happened 
in another section of the country. 

In the State of Texas this year 40 per cent of 
the cotton crop which went-to the seaboard (and it 
all practically goes to the seaboard, to Galveston 
and Houston) was hauled by truck and it just para- 
lyzed the Texas railroads. They have a big, new 
system. At the same time the new Governor of 
Texas was elected.. He is the head of. a big oil 
company that makes gasoline and ‘his program and 
platform (and if there is any gentleman here from 
Texas he will verify it) was that they go out and 
issue $300,000,000 of bonds for an entirely new and 
bigger road'program. If that goes across, I think 
all the cotton in Texas will be moved to the seaboard 
by trucks. 

Answering your question more specifically, the 
through bus service in this country is growing very, 
very rapidly. The lines between New York-and 
Washington, to Chicago and to San Francisco are 
growing very rapidly. Here is the difficulty about 
that. Here is the only thing we are complaining 
about. We complain of subsidized transportation 
because they are operating on a roadbed they did 
not build and pay no tax, but in addidtion they are 
not regulated by anybody. No law has been passed 
as yet to bring them under control of the Federal 
They are.interstate carriers. We have 
to keep our accounts in accordance with forms pre- 
scribed by the Interstate Commerce Commission and 
everything else the Commission tells us. It costs 
the railroads millions of dollars, and yet these in- 
terstate bus and truck lines can run over these 
highways offered and built for them free, and they 
say absolutely nothing to the~Federa] Government 
and don’t keep any accounts nor make any. reports. 
They are subject to no restrictions and regulations. 
They -may charge what they please, when.they 
please and do everything they please so far as the 
a Government is concerned. We insist that is 
unfair. 


Regulation and Revenue 


In addition, in many of the States there is abso- 
lutely no regulation of motor busses and motor 
trucks that are for hire, that are not regular bus 
lines. Anybody can buy a truck and go out in the 
trucking business. As a result, I need not tell you 
that the highways of this country today, the main 
highways (I drive on two of the great highways a 
great deal, one the National out of Baltimore to 
the West, and the other the Northwestern Turnpike 
route No. 50) are becoming so congested with these 
big motor trucks that are hauling anywhere from 
4 to 10 tons on them, and for hundreds of miles, 
that it is dangerous almost for a man to drive these 
mountain reads in an ordinary automible. 

I read the other day where the Governors of two 
States, Missouri and Kansas, on the same day were 
driven off the highways by those big motor trucks. 
They both had accidents. The Governor of Kansas 
sent a message to the Road Commissioner. 

You are being blotted off the highways by these 
fellows hauling merchandise for hire, either estab- 
lished truck lines or running at large, fellows who 
buy a truck. You have to regulate those things. 
You are going to have to do it for self protection 
and we have a right to insist that you do it. We 
pay taxes on our roadbed. We have to keep it up 
and think it is fair that we should say to you 
gentlemen of the States that you must take these 
things into consideration both as a matter of regula- 
tion and a matter of getting revenue. 

MR. LEWIS: I agree with you in every par- 
ticular, but what I would like to know is why can’t 
we get the Interstate Commerce Commission by some 
joint action of the railroad companies and the State 
officials to take some action? 

MR. CORNWELL: All the Interstate Commerce 
Commisison has done up to date (and goodness 
knows they have been besought to do somethihg) 
is to start an investigation, and when you start an 
investigation by the Interstate Commerce Commis- 
sion you have started something over a long period 
of time. A bill is pending in Congress and has been 
there for a long period, to bring these interstate 
transportation companies under the jurisdiction of 
the Interstate Commerce Commission. 


Gross Receipts Tax 


You know what happens In Congress. They get 
into jams and politics and everybody wants to make 
a speech and get it in the record, and it never has 
gotten through. I don’t suppose it will get through 
at this session of Congress. It ought to go through. 
I don’t know that it is in proper form. I don’t 
know about it. It has been amended so many times, 
but it would ‘bring these things under the control 
of the Interstate Commerce Commission. But your 
States must look to them as a source of revenue. 
You can’t interfere with the interstate commerce so 
far as the operation is concerned. You have police 
power over your highways an@ you cannot dis- 
criminate, but you can impose a revenue tax. : 

MR. LEWIS: We have-a gross receipts tax in 
Pensylvania. We would very much like to assess 
these busses for the gross receipts, but we can’t do 
it. For a number of years individuals and corpora- 
tions were endeavoring to get bus certificates from 
the Public Service Commission, unsuccessfully. - The 
Pennsylvania R. R. Company—I think the Pennsyl- 
vania General Transit Company, comes in and gets a 
blanket certificate from the Public Service Commis- 
sion to operate in practically every county in the 
State, at least, the southern tier. They didn’t in- 
vest one penny in equipment other than the termi- 
nals, but immediately entered into an agrement with 
the Greyhound ‘Co., Inc. of Indiana. 

MR. CORNWELL: Which they own partly. 

MR. LEWIS: Yes, and permit those people to 
operate them, and they are simply an interstate bus 
company. How are you going to attack a bus com- 
pany of that kind? We issue-millions of dollars 
worth of bonds, spend hundreds of millions of dollars 
on highways and a foreign corporation through a 
subterfuge comes in and drives our residents off the 
roads, and we have no redress. It was for that pur- 
pose only that I ‘interrupted. I thought you might 
have a suggestion: 

MR. CORNWELL: You can understand why I 
would be a little delicate especially in public, in 
undertaking to make a definite suggestion as to how 
to dea. with these questions. I can’t definitely map 
out your program, but there is a way to reach these 
things. ; 

MR: REDDAN (New Jersey): Each car doesn’t 
have a license tag like an automobile, does it? 1 
am in sympathy with the idea in general, but I 


think the State should approach it with a great deal 
of caution. In the State of New Jersey we have 
837,165 licensed motor vehicles, and there are prob- 
ably. three times that many passing through the 
State. Our-motor vehicle drivers licenses. last year 
netted the State $15,528,605. Our gasoline tax this 
year will come to something like $14,000,000 with 
the extra cent put on. Our rate is 2 cents now. It 
is going to 3 cents. We have issued $100,000,000 
in bonds. I am afraid the trucking companies are 
going to say, “We will submit to Federal regulation 
like the railroad companies. We don’t want to 
take out licenses in the different States. We are 
paying big licenses. Some of them cost $100 a 
year.” 


The Highway Police Power 


MR. CORNWELL: The bill pending in Cengress 
specifically protects that. I am quite sure you need 
have no fear. Congress has no power on earth to 
take away from you the police power over your 
road. f 

MR. REDDAN: Congress has a lot of power. 

MR. CORNWELL: But not the power to do that. 

MR. REDDAN: They passed the Volstead Act. 

You said a moment ago in West Virginia you 
thought it would be a fine thing to have some State 
supervision over municipal budgets. The State of 
New Jersey has done that for the last 14 years. We 
have a State Commissioner of Municipal Accounts. 
He has absolute control. They send a lot of high- 
brows into your State to run an investigation and 
prove that we are the dumbest creatures outside of 
the zoo. You can’t satisfy them no matter what 


. yo udo 


MR. CORNWELL: You mean the State sends 
them in? 

MR. REDDAN: Some ambitious politician gets 
elected to the State Assembly and is trying to prove 
to his constituents, particularly if he has an uplift 
club in his county, that the Chicago bandits are 
amateurs alongside our State officials. 

MR. CORNWELL: I am talking about the power 
of the State. 

MR. REDDAN: We supervise municipal budgets. 
We do it now. You don’t dare set up a budget in 
the smallest subdivision of our State without first 
submitting it to the State Commissioner of Munici- 
pal Accounts. We don’t allow municipal sinking 
funds. They have to issue bonds and retire them. 
We thought we were quite a progressive State until 
we were awakened a few months ago by the out- 
siders coming in and telling us we were all wrong. 

MR. CORNWELL: I started out by saying there 
were a lot of things in our social and economic situa- 
tion which you cannot cure by law. You can’t make 
proper public officials by law. 


Rising Vote of Thanks 


I am sorry I have been in this thing so long. I 
didn’t know I would monopolize so much time. 

MR. LAWSON (West Virginia): I want to say 
in view of this very wonderful address of former 
Governor Cornwell, the men represented here today 
from every section of the United States perhaps feel 
as I feel, that is, they have some understanding of 
why down in West Virginia a Republican State 
elected him as our Governor. Perhaps after his ad- 
dress you can understand after he had served as our 
Governor for four years, why one of the big trans- 
portation companies in this country selected him as 
its general counsel. 

Therefore, Mr. President, I move you that this 
Convention extend by a rising vote their thanks to 
Governor Cornwell, the General Counsel of the B. 
& O. Railroad. ; 

The Convention arose and applauded. 

MR. CORNWELL: I appreciate that more than 
you gentlemen can understand. For 10 years I have 
been director vf the B. & O. Railroad. I was elected 
a director before I came out of the Governor’s 
office. I was elected director when I didn’t have a 
dollar of stock of the B. & O. Railroad. Mr. Willard 
long felt the State of West Virginia in which the 
railroad company was interested ought to be repre- 
sented, and he felt I was a fit citizen to put on that 
board. I have been on that board since the Fall of 
1920. I qualified in 1921. 

As a railroad lawyer, I do not think I have lost 
my perspective of the public viewpoint or the public 
need. I have said many times that I could not and 
would not have gone into the B. & O. Railroad if its 
chief executives had not been a good many railroad 
officials I happen to know or know about. I knew its 
President, Mr. Daniel Willard, well. I had heard 
him talk publicly and privately. I believed he had a 
viewpoint I could work with. For eight years I have 
been across the hall from him and closely associated 
with him, and I have found him the most congenial 
worker. I have not lost my sympathy with or my 
viewpoint as «a humble private citizen, and I have 
been in a good many different businesses in my 
life—a lawyer, fruit grower, and newspaper man 
for 40 years in a small way, and I think I have my 
ear fairly close to the ground. 

I want to say that to you so you will understand 
-y a of view. I thank you very much. (Ap- 

jause. 

PRESIDENT JOHNSON: On behalf of this Con- 
vention, I want to express to you our sincere thanks 
and appreciation for this wonderful address. 

MR. BLAN: Mr. President, before Mr. White 
leaves, I think all concerned in the next place of 
meeting are here. The gentleman from Atlanta is 
here, and I understand Mr. Shaw is ready to report. 


Convention City for 1931 


PRESIDENT JOHNSON: We will have the report 
on the Convention City for 1931. 

MR SHAW: Mr. President, the Committee on Se- 
lection of Place of Meeting for next year have care- 
fully considered the invitations that have been given 
and will say that we had several splendid invitations. 
It sems a great many of the cities want us to meet 
with them, Chieago, Kansas City, Philadelphia, At- 
lanta, Memphis, and Biloxi, Miss. After careful con- 
sideration, the Committee was with one accord in 
favor of meeting in Biloxi, Miss., next year. (Ap- 
plause.) 

Upon motion regularly made and seconded, it wax 
voted that the report be adopted. 

PRESIDENT JOHNSON: When it was decided at 
the San Francisco Convention that the 1930 Con- 
vention would be held in the City of New York, } 
appointed Comptroller Tremaine as Chairman of the 
Convention Committee, and his able deputy, the 
Hon. F. Stanley Griffiin as Vice Chairman. You 
know whether or not this committee has made good 
in handling the details of this Convention. I think 
that you will agree with me that the details of the 
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most minute character have been looked after in a 
very, very efficient and satisfactory manner. 

I also appointed the wife of the Comptroller as 
Chairman of the Entertainment Committee, and the 
wife of, Mr. Griffin as Vice Chairman of the Enter- 
tainment Committee. You know whether or not the 
entertainments that we have enjoyed have been suc- 
cessful and satisfactory. . 


Entertainment Committee 

I think I voice the sentiment of every member 
present this morning when I say to you that the 
entertainment we have had the pleasure of enjoying 
at this Convention was the best in the history of 
this Association. (Applause.) 

I want to take this occasion to publicly express to 
you, Mr. Tremaine and to Mr. Griffin and to your 
splendid wives, the appreciation ard thanks of this 
Convention for the splendid manner’ in which you 
have handled the work of the Convention and for 
the wonderful and unsurpassed entertainment that 
we have enjoyed. -I hope that you gentlemen will 
convey this message to your wives, that we appreci- 
ate more than words can express the enjoyment that 
has been afforded us by them. 

“State Finances,” of course, is a very, very im- 
portant subject. It is one of interest to every State 
official and to every local official and to every tax- 
payer. There is, in my opinion, no official in the 
whole Nation who is better qualified, from the stand- 
point of ability and experience, to discuss this sub- 
ject than the speaker whom I am going to present 
to you at this time. 

I take great pleasure in not introducing, but in 
presenting to you the Hon. Morris S. Tremaine, 
Coecunreliee of the great State of New York. (Ap- 
plause.) 

Hon. Morris S. Tremaine: Mr. President, Ladies 
and Gentlemen: 

In order to simplify the discussion of this sub- 
ject, suppose I recite a few facts in connection 
with the Empire State. 


Fiscal System of New York 

The fiscal system of New York State is sane, 
sound and simple; above all it is conservative. Our 
Constitution provides that no bonds can be sold 
without the vote of the people. 

Our net debt is slightly under 1 per cent of our 
assessed valuation, which is $28,000,000,000. The 
ratio is not likely to change for two reasons. First, 
because of the normal increase in the assessed valua- 
tion, and because of the serial payments. Twenty- 
five-year bonds are issued for buildings, 1/25th 
payable each year; 50-year bonds are issued for 
land and for grade crossing elimination, one-fiftieth 
payable each year. The State does not issue bonds 
except for projects that last at least a lifetime. 

It is the general policy of this State to “pay-as- 
you-go” for all other projects. 

I have given you an _ index. 

Important bankers have examined our fiscal sys- 
tem and pronounce it extremely conservative and 
sound. For the past 10 years the administration 
has kept our indebtedness under 1% per cent. We 
believe absolutely in the “pay-as-you-go” plan, ex- 
cept as.stated, for projects that last a lifetime. 


Pay-As-You-Go Plan 


Pursuing this policy we are able to keep our 
indebtedness at such a low figure, our credit is al- 
ways at the peak. This should be the policy of 
every State for the reason that a State must set an 
example. > 

For instance, our 50-year serial bonds are set up 
against land that lasts forever, and for grade cross- 
ings, the life of which is most indefinite. The longer 
term is used for the reason that the shorter term 
would make too heavy a charge on our railways, 
who pay 50 per cent of the cost;—the State pays 
49 per cent and the county 1 per cent. 

We believe in the pay-as-you-go plan, particularly 
for highways, for the reason that we are against 
any type of bond financing that would permit log- 
rolling. For a rich State such as New York, where 
revenues received from the gas tax are approxi- 
mately $50,000,000 all of which is spent on highways, 
there can be no sound reason for providing for the 
payment of highways out of proceeds of bonds 
issues. : 

Fifty millions dollars is about as much as we 
can economically spend and keep our traffic open, 
mn this tax is contributed solely by users of the 
roads. 

The hard-surface road is a comparatively new type 
of highway. Where traffic is heavy and main ar- 
teries are to be built, it is perhaps sound to finance 
their construction by the anticipation of the income 
from the gas used. This is a comparatively new 
form of taxation and should be handled with discre- 
tion. 

We do feel, however, that highway bonds should 
never be issued for a period over half the life of 
the project and should always be in serial form. 

All States have two outstanding features of gov- 
ernment. First, strictly business projects; and 
second, the human side or care for the unfortunate 
wards of the State and health activities. 

This includes our recreational features, our health 
department, our hospitals for the care of mental 
defectives, and our correctional institutions for the 
restraint of those who have never learned self- 
discipline. 

This State has widened this activity by providing 
an institution for the study of cancer; an institution 
for the care of incipient consumption; and institu- 
tion for crippled children, and some other activities, 
through its Department of Health which supervises 
all of the local health departments. 


Old Age Pensions 


The last legislature widened the human side of 
government by assuming the care of certain aged 
setting the limit at 70 years—people who can no 
longer find employment or who have no one to turn 
to for support except the State. Some of us, how- 
ever, are not satisfied with the old age pension 
measure in its peresent form. Many of our State 
leaders believe that from the time a boy is 20, 
when he goes to work, until he is 35, he should con- 
tribute to an insurance fund or an endowment that 
will care for him after his usefulness has ceased. 
In other worcs, he should have an old-age insurance 
and thus prevent any dependence on a dole system. 

It might seem wise to provide in our laws some 
plan for old age insurance to which the State may 
contribute only in part. 

In regard to the unemployment situation, the 
State of New York has in the last year greatly 
speeded up its construction program and is ready to 


cilities of the New York banker? 
, experience that he lends every effort to give us 


continue this heavy program for the next 12 months 
to help resuscitate the business of the country. But, 
I would like to remind you that it is only spending 
money for projects that are actually neded. ? 

It is true, that many of these State projects, in- 
cluding highways, were constructed at a lower cost 
than previously because of the present unfortunate 
condition of business. 


Unemployment Relief 

Our Govenor and Lieut. Governor are greatly in- 
terested in the relief of unemployment, and have 
some hopful plans to have the peaks of business 
care for the periods of depression. Speaking for 
myself, I believe this message can well be carried 
to your various States. It is at least worthy of 
consideration. It possibly may develop into some 
form of unemployment insurance which ought to be 
general to all States. J 

To prevent any idea of this being a dole system 
or socialistic proposition, the best thought at the 
present time seems to be that the State might wisely 
be contributors and that no employe should receive 
any such insurance unless he loses his employment 
through no fault of his own; but in any event should 
not receive immediate relief. 

While I do not advocate unemployment insurance 
at this time, some of the world leaders believe it 
might be a means of adjusting peaks and values in 
business as well as doing lots to check the feeling 
of unrest. In any event, the employe must con- 
tribute to prevent his becoming a dependent. 

Let me emphasize that the State of New York 
looks at all of these projects from the business 
standpoint. It believes its business side should be 
conducted strictly on business lines with no favors. 
It believes its human. projects should be operated 
with the idea of restoring as many people to useful- 
ness as possible, and that adds a business side to 
our human activities. 

For instance, on an investment of $4,000 a bed for 
each mental defective we can restore, (and as we 
do effect practical cures of at least 1,000 a year), 
there ls a saving of $4,000,000 in hospitalization, 
besides maintenance charges of nearly half a million. 

This same thing applies to our prisoners. Over 90 
per cent of them are returned to society and this 
State is making an effort to make them fit neighbors 
when their period of restraint ends. 


Sale of State Bonds 

We may have the advantage over some other 
states in the sale of our bonds because we live in 
the money market, and because this State pledges 
its full faith for every obligation it issues. In fact, 
our Constitution provides for the payment of our 
bonds in Article 7, Section 11, which says, “If the 
legislature fails to make the necessary appropriation 
to cover principal payments and interest, then the 
Comptroller shall take the first general fund moneys 
that come into his hands to make payment of these 
obligations when due, and any bondholder may bring 
suit to compel the Comptroller to make such pay- 
ment, F 

In other words, the people pledge their all to the 
payment of any obligation. 

May we respectfully suggest that the credit of 
every State be raised to such a high point that the 
money markets of the world will seek their securi- 
ties. I feel sure every New York banker, doing a 
ration-wide business, will do all in his power to help 
your financial situation. This is particularly true if 
you avoid the mistake of pledging part of your as- 
sets or revenues on the moral obligation of your 
State. Why not pledge your all when you pledge 
your word? 

Our experience is that New York bankers do have 
a patriotic interest in public securities besides the 
prestige it lends them to do business in the funda- 
mental securities of our land. 


Replacing Government Bonds 

Perhaps it is a mistake to try to finance within the 
political borders of the State line. This may seem 
patriotic but the contrary is true. If you get money 
from abroad or from another State, you bring fresh 
capital-into your State. You do this for exactly the 
same reason you sell your horse to the man who will 
— you the best trade, whether he be neighbor or 
not. 

Government bonds are disappearing so rapidly 
that banks and insurance companies must look to 
State securities as the next highest order of credit. 

The last two issues of New York State long-term 
securities’ were sold at an average of 3.75. This low 
rate was undoubtedly due to the sound fiscal policy 
of the State, the State’s high credit; the fact that 
we pledge our all; the timing of issue and the as- 
sistance of the financial center of the world. ° 

May I suggest in conclusion that you test the fa- 
It has been our 


complete cooperation, earnest. assistance and the 
highest bid consistent with conditions. 

I thank you. (Applause.) 

PRESIDENT JOHNSON: Comptroller Tremaine, 
on behalf of the Convention I want to thank you 
most heartily for the splendid address. 

_ Our next topic, “The Executive Budget System,” 
is one of the most important to be discussed before 
this Convention. The Federal Government was the 
pioneer in this movement for an executive budget. 
It has been found to promote greater efficiency and 
economy in the expenditures of public funds. We 
are very fortunate today in having a gentleman who 
is familiar with the operation of this system in rela- 
tion to the Federal Government. He has been as- 
sociated with Mr. Andrew Mellon, the Secretary of 
the Treasury, who in my opinion is the greatest 
financial genius of this or any other age. The 
speaker whom I am going to present to you is well 
qualified to present this subject to you this morning. 

I take great pleasure in presenting to this audi- 
ence the Hon. Ogden L. Mills, Undersecretary of 
the Treasury at Washington; D. C. 

The Convention arose and applauded. 

Hon. Ogden L. Mills: Mr. President, Ladies and 
Gentlemen: 

_ We have, among other problems, a tax problem 
in the United States, which is, of course, directly re- 
lated to the high cost of. government. We very 
rightly take pride in our increased industrial effi- 
ciency, our low cost of production, our constant 
striving in the business and commercial field to elimi- 
nate waste; and yet we are curiously apathetic to- 
ward the problem of efficiency in the field of gov- 
ernment, and apparently unmindful that here, too, 
waste is distinctly’ uneconomic. The cost’ of the 


Federal, State and local governments constitutes ‘in 
a sense a part of our national overhead expense, and 
if too heavy must be a drag on our economic prog- 
ress. When governmental expenditures absorb al- 
most 14 per cent of our national income, is it too 
much to say that we have a very real interest in 
seeing to it that a proper system of control is set 
up? Based on nine years’ experience, I think I am 
safe in affirming that, in so far as the Federal Gov- 
ernment is concerned, such control exists through the 
establishment of a sound budget system. 

While I am far from claiming that the results 
are due more than in part to effective budgetary 
practices, the following figures are significant in em- 
phasizing where the tax problem of the future lies: 


Local Taxes Increased 
While Federal taxes were reduced from $4,905,- 
000,000, in 1921, to $3,364,000,000, in 1928, or a de- 
crease of $1,541,000,000, State and local increased 
from $3,933,000,000 to $6,095,000,000, or $2,162,- 
000,000. The increase in State and local taxes not 


only offset the reduction in Federal taxes, but re-- 


sulted in an increase of $621,000,000 in all taxes. 
Federal taxes amounted per capita to $28.03 in 
1928, as compared-with $45.23 in 1921 3, while State 
and local taxes were $50.79 per capita in 1928 and 
86.27 in 1921. ; 
. Turning, now, to public expenditures, the facts 
are even more significant. Tax receipts are fre- 
quently confused with governmental costs. As a 
matter of fact, they do not by any means correspond. 
Year in and year out our governments, with the ex- 
ception of the Federal Government, spend much 
more than their current revenues, the difference as 
a rule being made good from the proceeds of bor- 
rowing. Total expenditures by Federal, State and 
local governments amounted to $12,179,000,000, in 
1927, the latest complete figure available, represent- 
ing an increase of $1,257,000,000, or 18.3 per cent, 
as compared with 1924, in the disbursements of all 
State and local governments, and a net increase of 
$1,205,000,000 for all governments. How were these 


expenditures financed over and above tax revenues? _ 


The answer is to be found in the charges on public 
debt outstanding. The Federal Government is pay- 
ing off its indebtedness, while the States and munici- 
palities are resorting to bond issues to finance addi- 
tional expenditures, apparently neglectful of the fact 
that in the long run borrowing is the most expensive 
method of public financing. During the seven years, 
1922-1928, the net funded or financed indebtedness 
of city and local governments increased from $7,- 
264,000,000 to $12,579,000,000, an increase of 
more than $5,300,000,000. Meanwhile the national 
debt, which by 1922 had already been considerably 
reduced from the war peak, was further reduced 
by nearly $5,400,000,000 by the end of the fiscal 
year 1928. 
Cost of Government 

High taxes and the high cost of government do not 
necessarily imply unecomonic expenditures by the 
community as a whole, in spite of the very natural 
resentment which the individual may feel at the in- 
creased encroachment by ;;overnment on his personal 
resources. Under complex modern conditions, gov- 
ernments must undertake responsibilities which in 
simpler days could be safely left to private in- 
dividuals. Furthermore, it is unquestionably true 
that the people want, and, theoretically at least, are 
willing to pay for, more and better service from their 
government. The mere fact, then, that we are ex- 
pending an increasing amount of money does not 
necessarily mean that there is extravagance and 
waste or unjustified expenditures. On the other hand 
when there is reason to believe that extravagance 
and waste exist, to plead the worthiness of the ob- 
jects, as is so frequently done, is utterly beside the 
point. No one will deny that we must have high- 
ways and an adequate @@ucational system, but 
whether in these fields we are getting a full return 
on the money spent is the question which must be 
answered. The real problem, as I see it, is 1.0t so 
much as to whether we shall decrease or increase 
our governmental activities, but whether we could 
1.0t get what we are getting today from government 
for a god deal less than we are paying; and, from my 
ex>erience, that is a very live and real question. _ 

In order to answer it, it is necessary to ascertain 
in each particular instance whether a system has 
been set up which will insure a proper control over 
appropriations and expenditures, and at the same 
time tend to develop the efficiency necessary to yield 
a dollar’s worth of service for every dollar appropri- 
ated and expended. In the commercial and business 
field, competition insuges efficiency and economy; in 
the field of government, we must look to the setting 
up of’ public accounts in such a way that the public 
can readily grasp not only what the routine adminis- 
tration of government is costing, but what is in- 
volved in the way of expenditures by new policies 
suggested for their approval. Aside from eternal 
vigilance on the part of the public, which can only 


be effective if the books are always open and the _ 


accounts in readily understandable form, control of 
the purse strings must be exercised in such a man- 
ner as to compel the efficient and economical ad- 
ministration of the government’ machine. What is 
known as the Executive Budget System, properly 
organized and applied, meets these fundamental re- 
quirements. 


Executive Budget System 

Stated from the point of view of our Federal ex- 
perience, a budget system for government finance in- 
volves not only a systematic plan of receipts and ex- 
penditures, but also the machinery for putting this 
plan into operation. In the plan itself, the budget 
proper, the needs of the government are estimated 
and balanced against anticipated income for a defi- 
nite period in advance, and are also compared with 
the actual expenditures and actual receipts in pre- 
ceding periods. Sucha plan, presented to the Legis- 
lature and to the public, permits a careful survey 
of the needs of the various branches of the govern- 
ment as a basis for legislation covering receipts and 
expenditures. The budget and accounting system 
further provides for a thorough and independent 
audit of the expenditures. 

Most important of all, when properly instituted, 
the budget system is the most effective way of con- 
trolling current expenditures and providing for ad- 
ministrative efficiency. I have had first-hand oppor- 
tunity to study the old system of control through 
committees of the Legislature, and control by means 
of an executive budget system. As a State Senator, 
I was a member of the Finance Committee, and for 
the last four years, among other duties, I have been 
the Budget Officer of the Treasury Department. When 
I was in Albany, the heads of the different depart- 
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* practically unknown to this country. 
- Federal, State and local, appropriated money in a 
‘haphazard fashion and accordingly the executive 


* an,adequate audit of accounts. 
# pressure of increasing governmental expenditures, 
ssome form of centralized control was regarded with 
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ments and bureaus would appear before us and pre- 
sent their needs as they saw them, in great detail. 
We had available past experience and figures of 
former years, and we had opportunity for cross- 
examination limited only by the time element. _We 
could check inordinate and apparently unjustified 
increases, but we had no_machinery for ascertaining 
whether the current needs were determined by mere 
routine and perhaps a wasteful system of adminis- 
tration, or by a high state of administrative e¢ffi- 
ciency. Moreover, free from any current checking 
up on the conduct of his offtte, and of necessity 
knowing more of his department’s activities than we 
members of the Legislature could possibly know, 
each administrative head was in an admirable posi- 
tion to make cut the most plausible case in support 
of his estimates. We did the hest we could, and on 
the whole the system worked fairly well, though 
I never had the feeling that I had before me all of 
the information necessary to form a sound busi- 
ness judgment. 


Federal Budget Plan 


Contrast such a system with that now funcrioning 
in Washington.. There we have a Budget Director 
who is in complete control of all administrative re- 
quests for apropriations, since no estimates can go 
to Congress except through the President, who acts, 
of course, upon recommendation of the Budget Di- 
rector. The latter is supported by an expert staff, 
the several members of which are assigned to the 
various departments and independent establishments 
of the government. They are expected to become 
thoroughly familiar with ali pnases of the latter’s 
respectsve activities and be prepared to advise the 
Budget Director as to what funds are actually needed 
for efficient operation. In addition, each dezart- 
ment and separate estalishmebnt has a budget officer, 
responsible for all estimates submitted, and for the 
supervision of expenditures. Let us see how the 
system works in the Treasury Department. 

In the early Summer each bureau in the depart- 
ment is required to prepare an estimate of its needs 
for the ensuing year, together with sheets justifying 
every item. These estimates are first examined by the 
Budget and Improvement Committee of the Treas- 
ury Department, composed of men of long experi- 
ence, and each of whom is thoroughly familiar with 
one or more bureaus. They review the estimates 
and make their recommendation to the Budget Officer 
of the department. He then holds hearings, lasting 
from three weks to a month, at which the representa- 
tives of every bureau appear and are required to 
justify their estimates in detail, in the light of the 
criticism of the Budget and Improvement Committee. 
Remember that the Budget Officer is not an outsider, 
unfamiliar with the administration of the Depart- 
ment, but one of the chief administrative officers, in 
daily contact with all of its activities. After the 
estimates have received his approval, they are re- 
ferred to the Budget Director and subjected to the 
scrutiny of his staff. When there has been ample 
opportunity to analyze them the Budget Director 
holds his hearings, and, on the basis of the informa- 
tion thus made available to him, is in a position to 
make‘ his recommendations to the President for 
transmission to the Congress. Such a system not 
only insures the reduction of estimates to a point 
where they represent the real needs of a department, 
but it has the effect of stimulating every bureau 
chief and administrative officer to study the ways 
and means whereby he can increase the efficiency of 
his organization and cut the costs; for you can rest 
assured that the Budget Officer, and the Budget and 
Improvement Committee working under him, aside 
trom the very real sense of responsibility which 
comes from the obligation placed on them, in the 
very nature of things take pride in making a good 
showing under a system which tends to bring to light 
the defects and make clear improvements and eco- 
nomies effected. 


Executive Policy 
There is one further advantage which should be 
pointed out. The Budget Director, once his hear- 
ings are complete, has before him, on the one hand, 


the complete picture of the Government needs during 
the coming fiscal year, and, on the other, has the esti- 
mates submitted to him by the Treasury and other 
departments of the probable receipts. If the latter 
are not adequate to cover all of the proposed ex- 
penditures, one or two courses are open—either the 
revenues must be increased by new taxation, or the 
less necessary of the proposed expenditures can be 
eliminated. This is a question of policy to be de- 
termined by the Chief Executive, but he is enabled 
to reach his conclusions and make his recommenda- 
tions to Congress based, not on_ guesswork or: hap- 
hazard estimates, but on definitely ascertained 
figures, founded on a thorough business procedure. 
After the Congress has made the necessary ap- 
propriations, covering the various activities of gov- 
ernment, we in the Treasury, for instance, require 
each one of our bureaus to set up reserves out of 
its appropriations and to allocate the balance to the 
four quarters. They cannot, generally speaking, ex- 
ceed the allocation in any quarter or draw on the 
reserve without the permission of the Budget Officer 
of the Department, who in turn reports to the Budget 
Director. ‘é 
Thus, you see, that from the day the first esti- 
mates are set up to the day the last cent is ex- 
pended, a control is in force designed to protect- the 
public funds from useless, wasteful or extravagant 


expenditure. 


Until about 20 years ago the systematic planning 
of government expenditures through a budget was 
Legislatures, 


departments spent carelessly, in many cases without 
As a result of the 


increasing favor. This was recognized in President 


? Taft’s Commission on Economy and Efficiency or- 
ganized in 1910 to investigate the-organization, ad-. 


ministration and financial procedure of the Federal 
One of the most important reports of 


tional Budget,” transmitted to Congress in 1912 by 
President Taft with a message‘of approval. , Al- 
though the work of this commission did not result in 


‘the National Budget until about nine years «later, 
. similar investigations were initiated in a number of 
, States. 


; Considerable progress has been made by 
certein, State governments. and -by. certain city. gov- 


ernments in instituting budget systems. However, 
too often in these cases the budget is merely a col- 
lection of the figures of proposed expenditures with 
no machinery for bringing expenditures into balance 
with receipts, for providing an independent audit of 
expenditures, or for promoting administrative effi- 
ciency and economy. Or, again, an Executive Bud- 
get System has been looked upon as an instrument 
d-signed to augment the power of the Executive at 
the expense of the Legislature. It should have no 
such purpose. As a matter of fact, a properly pre- 
sented budget, furnishing as it should more adequate 
and reliable data, puts the Legislative body in a 
better position to control” executive expenditures. 
Moreover, while legislative bodies are on occasions, 
to say the least, extravagant, year in and year out ° 
our cities and States the spending agencies are the 
ones that call for constant supervision, check and 
control. 


Supervision of Spending Agencies 
Not only do State and local. governments need 


more businesslike methods in planning their entire 
budgets; they also need more systematic and busi- 


- nesslike planning of the financin,, of one special 


group of expenditures, namely, those which are now 
paid for. from debt issues. In State and local gov- 
ernment finance there is altogether too common a 
practice of libeling each debt as an emergency issue 
for an unusual permanent improvement. 

The volume of debt issues and of the debt charges 
have cumulated.in recent years at an alarming rate. 
Since 1922 the public debt of State and local gov- 
ernments has increased at an average rate of almost 
$900,000,000 per year, of which about $800,000,000 
has been indebtedness of local governments. The 
value of the total bonds issued in 1927 was about 
4 per cent greater than the amount expended for in- 
terest and debt redemption. In other words, States 
and localities have made such free use of the bor- 
rowing power that the billion and a half of bonds 
which they sold in 1927 left them a very small mar- 
gin over the amount they were obliged to pay on 
account of debt already incurred. This fact alone is 
significant enough to serve asa warning that the 
time has come to examine not only the cost of: gov- 
ernment but also the existing methods of financing 
that cost. 

Comparatively little attention has been given to 
the fact that expenditures for and the financing of 
improvements constitute-a special budget problem. 
It is just as feasible to plan for permanent improve- 
ments,.taking into aceount a period of years, as it 
is to plan current expenditures for a budget. 
Furthermore, if plans were made in a more business- 
like way, the costs of improvements could be covered 
with the minimum tax burden. 


Special Budget Problem 
It is obvious that State and local governments will 
continue year after year to make expenditures for 
improvements. As the scope of activity of these 
governments grows, increased permanent improve- 
ments are inevitably involved. Furthermore, im- 


provements once made require replacement and ex- 
tension. For example, each year improved highways 
are replaced for better ones and each year additions 
a-e made to the number of improved miles of high- 
way. In such a situation it is obviously unbusiness- 
like for governments to regard the expenditure for 
each new improvement as an extraordinary expense, 
never to recur. 

Whether an improvement should ve paid for from 
current revenue or from the proceeds of debt issues, 
depends upon the character of th. improvement, the 
length of its life, whether or not the capital ex- 
penditure is a recurring one, the state of the public 
finances and credit, the tax burden and whether or 
not existing tax rates bring in more revenue than is 
needed for current purposes. A careful and thorough 
inquiry is required in each instance. In so far as 
ce-tain expenditures for improvement occur regu- 
larly from year to year, provision should be made 
to finance these from current revenues. Fur- 
thermore, it is infinitely better to finance non-pro- 
ductive investments from: current revenue than to 
incur a burden for future oudgets. In this connec- 
tion, I suggest a study of the policy adopted by the 
State of Massachusetts, which in recent years has 
made a truly remarkable record of sound financing. 


Recurring Expenditures 

It is obvious that little real benefit is being de- 
rived from the present method, even in the way of 
relief from present tax burden, and that, if bonds 
continue to be issued at their present rate, this 
method of public financing will prove infinitely more 
expensive in the immediate future than had we 
financed capital expenditures, mo.e particularly 
tose of a recurring kind; fron. curfent revenue. 

The conclusions which I draw from all this are 
that we are confronted with two very definite wes- 
tions—first, whether the costs of our State and local 
governments are excessive, judged from the stand- 
point of whethe. we could not get the present sc vi 2 
at lower cost through more szientific budgeting; 
and, secondly, whether existing methods of financing 
these costs are sound economically. Thére is no one 
answer to these questions. They must be <cs!.:d 
separately in every State, and in practically every 
community. Moreover, they are .ecurrent questions 
that have to ve asked and answered every year, and 
their answer, therefore, presupposes the existence 
of permanent budget machinery. 

We must have, on the one hand, a budget system 
that will perr-it intelligent planning and effective 
control, and that will enable the people: to get a cor- 
rect picture -f the financial transactions and status 
of their governments; and, on the other hand, a will- 
ingness on the part of the people to give the intelli- 
gent consideration and active interest without which 
in the long run no popular government will function 
adeouately. (Applause.) 

MR. TREMAINE: Do we understand the Budget 
Supervision ‘Committee is apart. that goes: into<each 
of these departments and investigates each individ- 
ual bureau’s requirements, or is that done within 
the department itself? 

MR, MILLS: Both, Mr. Tremaine. The Budget 
Lirector has one very efficient gentleman, probably 
more, but one in particular to whom Treasury esti- 
mates are sent'and he keeps: in constant reseed d with 
our actual needs throughout the year. Even to the 
extent, for instance, when a particular site is selected 
in.a city for a post office, he makes a trip out and 


examines the site selected, and goes over the plan 
for the building and kind of construction suggested, 
all with a view. to serving’ as a check on the esti- 
mates submitted by the architect’s bureau through 
the Secretary of the Treasury. 

MR. TREMAINE: We have in Albany the Execu- 
tive Budget, with which, of course, you are familiar. 
Its operation is still incomplete. We happen to have 
a very, unusual man who knows a great deal about 
the State budgets. If he disappeared, what system 
should we develop to carry on that work of super- 
vision to bring these facts you suggest to the atten- 
tion of the executive and the Legislature. 

MR. MILLS: I think the Budget Director ought 
to have a permanent staff, and several departments 
and bureaus of the government should be assigned 
to a member of his staff. He should keep in con- 
stant touch with that department throughout the 
year so that when the estimates come to the budget 
director from that department, there is some man 
thoroughly: familiar with those estimates and we 
don’t just have to rely on the cross examination of 
the bureau chiefs to determine whether they are 
presenting a correct picture or not. 


Permanent Budget Staff 


I know when the estimates come before me for 
the Treasury Department, which is a very big de- 
partment, I cannot know all of the details necessar- 
ily. It is a great advantage to me to have a per- 
manent Budget and Approval Committee in the 
Treasury Department composed of men upon whom 
I can rely with a bureau assigned to each of them. 
Each one makes a report to me independent of what 
the bureau chief asks for, telling me whether the 
bureau chief is right and wherein he errs. The 
Budget Director for the whole government ought to 
have that kind of staff. 


MR. TREMAINE: 
Washington? 

MR. MILLS: They do. Whether it is quite large 
enough or not, I don’t know. I do know in so far 
as the ear a Department is concerned, they are 
in position to check us very effectively by industries, 
and down to comparatively small details, too. 

MR. TREMAINE: Of course, the Treasury De- 
partment has always been well run and has been 
very much improved, as we all know. 

MR. MILLS: But it is very wholesome to know 
we are not just going before a Budget Director who 
is going to listen to what we have to say and cross 
examine us, but that throughout the year we have 
been. carefully checked by that same Budget Direc- 
tor through his agents, and he knows all about us 
even before we go there. It has a very wholesome 
effect, not only in checking your estimates, but gives 
you a very real incentive to go before him and 
make a good showing. I know I take great pride 
if when I. get through with the Budget Director he 
hasn’t been able to find‘ anything to change in my 
estimates. 


MR. TREMAINE: People in this country take 
a great pride in the Treasury Department every- 
where. 


MR. MILLS: I think I get the force of your point. 
That is what I wanted to eniphasize. It isn’t enough 
to have an Executive Budget. It isn’t enough to 
have a Budget Director. You have to give that 
Budget Director a staff so that he, acting as the eye 
of the executive, whether Governor or President, has 
the necessary machinery to check up on all spend- 
ing departments of the government and find out how 
they are spending the money throughout the year. 
That is the only effective way to make a budget 
system. 


Do they have that staff in 


Engineering Force 

MR. TREMAINE: The City Comptroller does have 
a force of engineers in this city who look into these 
various projects. It seems to me that ought to be 
in the budget system rather than the office of the 
comptroller because it is a single man’s opinion. 

MR. MILLS: I am not so familiar with the city 
government here as with the state. I. am sure it 
should not belong in the office of comptroller in 
Albany, but I think the Budget Director ought to 
have a public staff. I feel very strongly on that. 

MR. TREMAINE: May I ask one other question? 
Before you came in I said the general policy of the 
State of New York was to pay as we go except for 
projects that last a lifetime. We have had some 
discussions on that subject which are political. That 
side has absolutely disappeared. I believe both for- 
mer Governor Smith and Governor Roosevelt and 
the legislature have firmly come to the ‘opinion 
that we ought to pay as we go except where there 


, is some sudden demand for an unusual sum to 


take the place of improvements we had completed. 
Do I gather that you think the state ought to finance 
it entirely on the pay-as-you-go plan, or for what 
sort of improvements should they issue bonds? 
MR. MILLS: I think it depends a good deal on 
the state. Frankly, as far as the State of New 
York is concerned, Mr. Comptroller, I haven’t 
changed; the opinion which. I. held. in. 1926° atthe 
timé when we were debating this question.. I think 
inéa state like New York where there aré alniost 
unlimited resources and where state taxation éonsti- 
tutes a comparatively small burden as compared 
with thé total tax burden, there is very little excuse 
to borrow except for sueh construction as the Hol- 
land Tunnel or the Poughkeepsie Bridge which will 


be self-supporting. 


Payments From Current Revenue 


On the other hand, I can very readily see where 
a state with limited resources, where they had to 
build an entire highway system, let us say, or needed 
any other form of public construction that repre- 
sented a radical departure due to new conditions, 
that it would be utterly unfair to ask them to pay 
for those out of their current resources, and I think 


‘they would be sjustified in. spreading the cost over 


a given humber of+years: 


I don’t think I can lay down any rule that would 
apply universally, but I think it is a very safe as- 
sumption if you can without too great a burden or 
your taxpayers plan your improvements so as to lay 
aside every year a certain amount for public con- 
struction and pay for it from current revenue, in the 
long run it is much cheaper than borrowing. It-is 
cheaper than borrowing because interest charges 
have a-tendency. to pile.up,.and in. the. second place 
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it is cheaper, because as we all know, legislatures 
scrutinize expenditures much more closely if they 
are coming from taxes than if they are going to 
be borrowed and paid for twenty years hence. 

I wouldn’t lay down any absolute rule for every- 
one, but I do have a very strong feeling, as you 
know, that generally speaking we ought to pay as 
we go rather than borrow. particularly when we 
have resources which our state or federal govern- 
ment commands. I think we would all be shocked 
if the Federal Government started to issue bonds 
for post. offices and other things. 

MR. TREMAINE: T quite agree with you. The 
debt of the state is down to 1 per cent now and 
we feel a good deal as you did in your legislative 
exnerience, 

MR. HARRY T. O’RRTEN-: What eontrol, if anv, 
has the executive bud-~ot after »doption upon sub- 
seovent. action bv the Congress? 

MR, MITTS: Th. Congress has comnlete control. 

MR. O’RRIEN:. The executive budeet is not con- 
tralline jn anv sense on the Congress? 

MR. MILUS: No. the Congress can do whatever it 
wants, 

MR. O’BRIEN: It can make additional appropri- 
ations at anv time of the session? 

MR. MITTS: Yee. 

MR. REDDAN: Have they changed those? 

MR. MILLS: They have adhered very little to 
them. They do pass legislation requiring additional 
expenditures such as veterans legislation, which 
would be unrelated to the budget. I have always 
taken the position that an executive budget system 
was a great help to the legislative department of 
the government. It saves an immense amount of 
work if you have carefully prepared estimates that 
have been thoroughly pruned rather than have a 
lot of padded estimates come to you, and you have 
to do all the heavy work of getting owt the padding 
to begin with before you get a true picture. 

We all know in the old days every bureau in self- 
protection would pad the estimates, knowing a cut 
was going to be made. I can remember in Albany 
we used to make some arbitrary cuts to get the pad- 
ding out, and then get down to business. 

MR. REDDAN: What percentage of the budget is 


passed without review due to having been dedicated 
to a specific purpose in the past year? 


Interest on National Debt 


MR. MILLS: The so-called indefinite appropria-. 


tions that run from year to year. For instance, pay- 
ment. of interest on the national debt. There is an 
indefinite appropriation for the public debt service. 
There is an indefinite appropriation that runs from 
year to year for the purchase of silver bullion, for 
instance, for coinage. There are a number of indefi- 
nite appropriations that run on, but they play com- 
paratively small part in the entire budget. Gener- 
ally speaking, I think it is fair to say all expendi- 
tures are reviewed Once a year. 

MR. REDDAN: It is not an all-inclusive budget, 
is it? 

MR. MILLS: Yes, in the sense that every item 
is included in the budget submitted to the Congress, 
but not all items require an annual appropriation. 
It is all-inclusive in the sense that the entire pic- 
ture is contained in the budget as it goes to Con- 
gress. In that budget there will be a number of 
items which will not require an annual appropria- 
tion because the legislative authority has already 
been granted by Congress. 

MR. O’BRIEN: Then you are able to get a budget 
for governmental expenses. 

MR. MILLS: 100 per cent complete. The picture 
is there complete when it goes to the Congress. 

PRESIDENT JOHNSON: Mr. Mills, on behalf of 
this Convention, I wish toethank you most heartily 
and sincerely for taking the time and trouble to 
appear before us and for this splendid and instruc- 
tive address, which I feel sure will be helpful to 
every member present. . 

MR. MILLS: Thank you, gentlemen. ( Applause.) 

Report of the Committee on Resolutions: 

WHEREAS the National Association of Auditors, 
Comptrollers and Treasurers assembled in the An- 
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nual Meeting in the Great City of New York on 
the 18th, 19th and 20th day of November, 1930, and 

WHEREAS, the officers of this Association and 
especially the Comptroller of the State of New 
York and all his associates have made it possible 
for this to be one of the greatest conventions we 
have ever had, 


Resolutions Adopted 

BE IT RESOLVED, That we extend our most 
hearty thanks to Hon. Morris S. Tremaine, the very 
congenial and efficient Comptroller of the Siate of 
New York for the untiring efforts, and to be sure 
the successful way in which he has handled the en- 
tertainment of the guests at this convention. 

To Mrs. Morris S. Tremaine who has given her 
time, interest and congeniality in making this con- 
vention a success, 

To Mr. F. Stanley Griffin, who has worked early 
and late, and is still on the job, and his very efficient 
assistants, who have contributed so largely to the 
success of this meeting. . 

To the investment companies, bankers and other 
business men of the City of New York who have 
entered into the efforts of making this a success in 
a financial and social way, 

We express our appreciation and grateful hearts 
and assure each of them that we have had a delight- 


ful sojourn here in this, the greatest city in the 
United States. 


BE IT FURTHER RESOLVED, That we extend 


thanks to the reporters and newspapers for their, 


splendid co-operation in making this convention a 
success, and especially do we express eur apprecia- 
tion to The United States Daily of Washington, 
D. C., who have been good enough to cover the en- 
tire proceedings of this convention. 

To the President of this Association, Secretary and 
other officers who had to do with the planning and 
earrying out of this splendid program, we also ex- 
press our appreciation for their efforts in this be- 
half, which has indeed been one of the very best 
programs we have ever had, and 

To such others who have contributed in any way 
to the success of this convention, we take the lib- 
erty of imposing upon our host, Hon. M. S. Tre- 
maine, by asking him to extend the thanks of this 
Association for whatever they have contributed to 
the success of this convention. 

(Signed) CARL C. WHITE, 
Chairman. 


WHEREAS, the National Association of Auditors, 
Comptrollers and Treasurers in their Annual Meet- 
ing in the City of New York, this 18th, 19th and 
20th dav of November. 1930, and 

WHEREAS. the capable Hon. Joe Harvey, Auditor 
of the City of Chicago, who has always been a faith- 
ful member of this Association, has been called to 
his reward since the meeting of the last convention 
in San Francisco. 

BE IT RESOLVED, that this Association express 
its sincere sympathy to his family and loved ones 
in the loss of this splendid statesman and auditor 
and that we. as body, express our sincere regrets 
in the loss of the valuable service that he has con- 
tributed from year to year to the success of this 
Association, 

BE IT FURTHER RESOLVED that a copy of 
these resolutions be sent to his family and one to the 
Mayor of the City of Chicago. 

(Signed) CARL C. WHITE, 
Chairman. 

Upon motion regularly made and seconded, it 
was voted that the resolutions be adopted. 

PRESIDENT JOHNSON: While the Commitiee 
on Nominations is coming in, I want to take a mo- 
ment to express to fhe members my sincere thanks 
and appreciation for your uniform courtesy and help- 
fulness that have been extended to me during the 
time that I have served you as president. I also 
want to express sincere thanks and appreciation to 
the committees that have labored so earnestly and 
efficiently in helping to make this Convention a suc- 
tess. 


We will have the Report of the Nomination Com- 
mittee. 


Election of Officers 
MRS. BERTA E. BAKER: I wish to present the 
following names for the officers for.the ensuing,year: 


For President—Hon. S. H. Blan, State Auditor, 
Montgomery, Ala. 
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For Secretary—Hon. Thomas H. Judd, Deputy 
Treasurer of Connecticut. 

For Treasurer—Hon. Chas. G. Johnson, 
Treasurer of California. 

For First Vice President—Hon. Morris S. Tre- 
maine, Comptroller of New York State. 

For Second Vice President—Hon. Edward Martin, 
Treasurer of Pennsylvania. 

For Third Vice President—Hon. J. 
Treasurer of Iowa. 

For Fourth Vice President—Hon. Thomas Tread- 
way, Territorial Auditor of Hawaii. 

Upon motion regularly made and seconded, it 
was voted that the report be adopted. 

PRESIDENT-ELECT BLAN: I want to assure 
the convention of my very deepest appreciation in 
conferring this office upon the. It has been my 
pleasure to be the Secretary for three years and I 
have given my best endeavors thereto. 

I am sure Mr. Judd will take up the work as Seec- 
retary and give you a fine piece of work, keeping in 
touch with you at all times. I will keep in touch 
with Mr. White, and we will endeavor to make the 
1931 Convention one of the greatest from every 
standpoint that we have ever had. 

I thank you very much, indeed. (Applause.) 

PRESIDENT JOHNSON: May I just make this 
suggestion? It is very difficuit for the President to 
make these conventions successful unless he has the 
wholehearted, earnest and. efficient cooperation of the 
members, and specially of the committees. I want to 
appeal to you who will be appointed on the com- 
mittees that you give to our new president your 
most hearty, enthusiastic and efficient cooperation 


because only through and by that can he make your 
convention a success. 


Cooperation Asked 


PRESIDENT-ELECT BLAN: All who will give 
the president their hearty cooperation during the 
vear and try to come next year down to the sunny 
South, please raise your hands. 

A great majority. — 

That’s fine. I assure you we will have the great- 
est convention we have ever had. 

PRESIDENT JOHNSON: You can depend on me 
100 per cent. I will be there, God-willing. 

PRESIDENT-ELECT BLAN: IfI can put in one- 
third of the work and judgment that President John- 
son has, I know the next year will be a great sue- 
cess. 

MR. WISDOM: I am glad indeed to see the con- 
vention go down to Mr. White’s territory. Our 
crowd in Atlanta will go there and help to make it 
a great success. 

PRESIDENT-ELECT BLAN: Those are words of 
great wisdom. I know we will have a great time 
when we go to Atlanta where we hope to go the 
next year. 

MR. TREADWAY: -I should like to register at 
this time my profound appreciation of the selection 
by the Committee of me as Fourth Vice President. 
I consider it, and I am syre my little territory 6,000 
or 7,000 miles away will also consider it a high honor 
to be set down as Fourth Vice President of the As- 
sociation for the ensuing year. 

PRESIDENT JOHNSON: Have any of the other 
newly elected officers a word? Mr. Comptroller, 
have you anything further to say? 


: aa TREMAINE: I don’t believe so, Mr. Presi- 
cent. 


The meeting adjourned at one o'clock. 


State 


W. Long, 


Officers of the Association for 1930 

President—W. S. Johnson, State Treasurey, West 
Virginia. 

First Vice President—W. H. Puryear, Superintend- 
ent Accounts and Budgets, Tennessee. 

Second Vice President—A. S. J. Shaw, State Au- 
ditor, Oklahoma. 

Third Vice President—Solomon Levitan, 
Treasurer, Wisconsin. 

Fourth Vice President—Mrs, 
State Treasurer, North Dakota, 

Secretary—S. H. Blan, State Auditor, Alabama. 

Treasurer—Charles G. Johnson, State Treasurer, 
California. 


State 


Berta FE. Baker, 


(GRIFFENHAGEN &? ASSOCIATES, LTD. 


Consultants Since 1911 in Governmental Accounting and Public Finance 


An organization of specialists in the development, 
design, and installation of modern methods of ac- 
counting, auditing, budgeting, and financial control 


Offering Technical Counsel and Staff Assistance to Public Officials 


Offices: CHICAGO, NEW YORK, HARTFORD, WASHINGTON, LOS ANGELES 
Write to: LA SALLE WACKER BUILDING, CHICAGO 
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